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Epiror’s Note: A// advertising costs money and advertis- 
ing placed in the wrong media is expensive. Consequentty, 
this article and the one which follows should be of interest 
to anyone concerned with aggressive selling. 


IVEN the problem of spending mil- 

lions of advertising dollars an- 
nually, the agency space buyer is placed 
in a responsible position. Frankly, his 
life is not an easy one. He is seldom 
right. When a buyer selects one maga- 
zine in a field of five competitive publi- 
cations, he is wrong four times. But we 
don’t mind being wrong in the mind of 
the publisher’s representative, if it means 
we are right in the expenditure of our 
client’s money. 

A common question asked of the 
space buyer is: How do you select 
media. Let me answer that by telling 
you some of the qualifications I think a 


m4 An address before the American Marketing Associ- 
ation, Washington, D. C., May 1938. 


space buyer should possess. Some of 
them may be conflicting, but they are 
all important. 

1. He should have courage. Courage 
to say “‘no,” because you can protect 
your clients’ advertising investments by 
saying “‘no” more often than you can by 
saying “‘yes.” Bruce Barton says it is the 
most important word in the English 
language. 

2. He should be frank. Frank enough 
to tell publishers just what he does not 
like about their publishing operation. 

3. He should be diplomatic. Diplomat- 
ic enough to tell a client that the maga- 
zine his wife likes best is not suited to 
carry his advertising—and make him 
like it. 

4. He should have experience. Expe- 
rience is necessary because while some 
space is bought on the basis of figures, 
more is bought on the basis of experience. 
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5. He should be cautious. Cautious 
because he is dealing with the expendi- 
ture of other people’s money. 

6. He should be enterprising. Enter- 
prising because “Coming events cast 
their shadows before,” and only the 
enterprising and resourceful buyer can 
sense new trends and values. 

Many of the things I have to say will 
point back to these six points, and when 
I finish I trust you will agree with me 
that it is possible for the buyer to exer- 
cise caution and still be enterprising. 

Sometimes I feel that advertising men 
get too close to their own particular job. 
The copywriter and art director will tell 
you that copy and layout make an ad- 
vertisement click. The Sales Manager 
will say that advertising helps, but the 
pay-off comes from the proper direction 
of the sales organization, and, as a space 
buyer, I have my own opinion as to the 
importance of the medium. As a matter 
of fact, however, when a combination of 
all factors work together, you have a 
successful campaign. 

The job of coordinating the objectives 
which contribute to the success of a 
campaign is not an easy one. Each step 
in the manufacturing, sale and adver- 
tising of a product has a separate set of 
factors which should be defined in ad- 
vance. 

In some cases the sales and advertising 
effort is handicapped because an uneco- 
nomical production operation may re- 
sult in a price structure which is not in 
line with competitive products. 

It is apparent, therefore, that the 
entire marketing of a product should be 
studied and analyzed before media can 
be bought. In this connection, the ad- 
vertising buyer has two important steps 
to consider before he can decide where 
or how to spend advertising dollars ef- 
fectively. One deals with getting the 
product into the hands of the dealer. 


The other deals with moving the product 
into the hands of the consumer. The 
following table of objectives for market- 
ing and for media will explain what | 
have in mind. 


MARKETING OBJECTIVES 
(Distribution) 

To determine if the product has proper 
representation in: 

a. the best markets 

b. the right kind of outlets 

c. with a sufficient number of dealers 

d. located in the right neighborhoods 

e. and with ample man power 
to the end that the product will receive the 
kind of sales support that is directed to de- 
velop maximum efficiency. 


Mepia OBJECTIVES 


To determine if the advertising dollars are 
being most effectively expended in: 
a. the right media 
b. with coverage properly allocated in re- 
lation to sales and sales potential 
c. with sufficient penetration of the mar- 
ket by income groups 
d. with ample dominance of space 
e. and adequate frequency of advertising 
appearance during the best sales season 
to the end that all advertising effort—media, 
direct mail, displays, and other collateral ef- 
fort will be directed to produce maximum 
results. 


Advertising space costs money and it 
is the part the medium plays in the de- 
velopment of a successful advertise- 
ment that concerns me. What is the 
basis for selecting pointed media? Cir- 
culation? Rate? Or editorial technique? 
Printers’ Ink linage figures for the year 
1937 showed that magazines ranked in 
advertising volume as appears in 
Chart I. 

Note that many of the magazines 
which carry a large volume of advertis- 
ing are publications which have an edi- 
torial identity that is recognized at a 
glance. 
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Cuart I 
These typical magazines are listed in order of the 1937 advertising 
volume. Note that the magazines which carry the largest volume do 
not have the lowest page rate per 1000. The rate per page per 1000 
is shown for the black and white rates. 
NOTS:--Advertising linage and rates are constantly 
changing. This chart shows a typical year to 
illustrate the fact that advertising volume 
does not follow rate. 
Advertising B&W page 
Linage rate per 1000 
PUBLICATION 1937 circulation 
THE SATURDAY BVSNING POST 1 880 932 sm 245 
LIFE 1410891 L_ J 549 
THE 1 340 81 as 3-72 
COLL LER'S 1 272 38 a 229 
VOGUE 1142230 = L_ J 9.8 
THE NSW YORKER 1099 246 «—[__ aa 7.08 
AMERICAN WEEKLY 937153 C__] 3A2 
FORTUNE 992 216 | j 9.69 
HARPER'S BAZAAR 848 143 e 10.23 
ESQUIRE 725 89. | a 6.08 
BUSINESS WEEK 681 392 [ J 8.8 
GOOD HOUSEKEEPING F260 [__] 2.94 
WOMAN'S HOME COMPANION 479% [__] 2.87 
LADI£S' HOME JOURNAL 4% 9% [__] 2.88 
THE AMERICAN HOME “a7. [| 3.94 
MCCALL'S MAGAZINE 455 20 CL__] 2.92 
HOUSE AMD GARDEN a2n2 J 9.54 
HOUSE BRAUTIFUL 95 653 L - 10.12 
THE SPUR 224% «| j 2.41 
STAGE 9 68 [ } 12.89 
COUNTRY LIFE 509 [| } 20.42 
COUNTRY GNTLEMAN 38 52 L__) 302 
COSMOPOLITAN 38 12% [_] 2.55 
BETTER HOMES AMD GARDENS wm td 307 
THIS WEEK mi 59 L_) 2.29 


SOURCE: Printers Ink Weekly - Linage Figures year 1937 
Rate - Cost per page per 1000 circulation based on rate 
in effect January 1938 and circulation avernge for six 


months ending December 31st 1937. 
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Wuart Is THE IMPORTANCE OF 
CIRCULATION VOLUME? 


There is no formula in our business 
which says that the publication with the 
most circulation should carry the most 
advertising. The Saturday Evening Post 
has over 3,000,000 circulation. But look 
at Time Magazine (Chart I) it has about 
666,000 circulation and Vogue has 
202,000 circulation. Both rank high in 
advertising volume with a relatively 
small circulation total. 


How AsoutT THE RATE PER 
1,000 READERS? 


What are advertisers willing to pay for 
these magazines? How much is this cir- 
culation worth? This chart (Number I) 
gives some interesting comparisons. It 
shows the cost per page per 1,000 circu- 
lation for a Black and White Page in 
each magazine. 

Again, you will notice that the volume 
of advertising has little relation to the 
rate per page per 1,000, and certain pub- 
lications secure a large volume of busi- 
ness regardless of the rate. 

Too much attention has been paid to 
the subject of circulation volume and 
rate per 1,000 readers. Circulation vol- 
ume does not worry me if it is good cir- 
culation. Furthermore, a good magazine 
deserves a high advertising rate, whereas 
a poor magazine should have a lower rate. 

In my opinion, there has been too 
much of an effort on the part of maga- 
zines to keep in line with competition, 
whereas a change in editorial technique, 
a change in circulation methods, or a 
change in some of the other factors 
which would separate their book from 
competition would be more desirable. I 
am sure the advertiser is always ready 
to pay a rate comparable to the value 
received. 

When publications maintain circula- 
tion levels and advertising rates in a 


competitive field, it is bad business for 
the advertiser, and what is bad for the 
advertiser is bad for the publisher. 

Unfortunately, however, advertising 
volume has influenced the thinking of 
some publishers. The publishers think 
the advertiser wants circulation volume 
and apparently some do. All this, of 
course, has been the subject of habit and 
there is no place in this business for peo- 
ple who let habits rule their methods of 
operating. 

During the past few years new publi- 
cations have come along—Time, New 
Yorker, Esquire, Life, Look, This Week, 
Liberty, Fortune, even True Story and 
The American Weekly are relatively 
new. Motion picture magazines, all of 
them reaching new markets, and all of 
them reaching specific markets, have 
gained large circulation volume. The 
most successful are those that disregard- 
ed precedent and habit and attempted to 
reach people through a new editorial ap- 
proach. In the newspaper field, the Daily 
News—a tabloid sized newspaper—has 
over 3,000,000 circulation on Sunday. 
And let’s look at another new medium— 
Radio. In 1928, when Al Smith ran for 
President, one vote from every family 
who owned a radio would have given 
him 7,500,000 votes. In 1936, one vote 
from every family would give 22,800,000 
votes—and today it is estimated that 
almost 27,000,000 U. S. families own one 
or more radios. A 15% radio audience in 
1938 is larger than a 50% radio audience 
in 1928. (Chart IT) 

But the competition among advertis- 
ers to reach a high percentage of these 
27,000,000 radio families is severe. In 
many respects the problems of the radio 
advertiser compare with the problems of 
the advertiser using the printed media. 
Let me illustrate. (Charts III, IV, V.) It 
becomes apparent that radio penetrates 
all income groups and this is a basic as- 
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Cuart II 


LET US SEE HOW RADIO SET 
OWNERSHIP HAS INCREASED 









































Yeor Rodio Families Percent of Total Families 
1925 [ooo 17% 
1926 — [s000000] 20% 
1927 — [asoao00 ] 28% 
1928 [rs00000 | 28% 
1929 [9000000 | 32% 
1930 [12000000 | 402 
1931 [13000000 403 
1932 — [1%000000 | 52% 
1933 — [17000000 _] sau 
1934 — | 18000000 | 56% 
1938 | 2,500,000 | 69% 
1936 — | 22869000 __ | 183 
1937 [24800000 i 782 
1938 — [ 24666500 ~ | os 





set, but it is also true that the responsi- 

bility rests heavily with the advertiser 

for creating a radio audience. 
Newspapers, like radio, also penetrate 


Cuart Ill 


The first and most basic problem is to interest the reader 
or listener to the point that he will select a specific 
periodical or program. 


Which Magazine or 
Newspaper? 


However, the number of people who read a pub- 
lication or listen to a program is not the final 
answer... Here are some additional problems 
which aid in the success of a radio or printed ad- 
vertisement. 


Which Station? 


all the income groups. Nearly everybody 
reads newspapers, but again the ques- 
tion as to where and how to use news- 
papers becomes an important factor of 
advertising dollars and the sales oppor- 
tunity has to be studied in relation to 
newspaper costs. It is interesting, for ex- 
ample, to note how the cost of newspa- 
per advertising increases as smaller cities 
and towns are added. This chart (Chart 
V1) shows the cost of a 1,000 line adver- 
tisement per million circulation in news- 
papers published in various size cities. 
While this, in itself, is significant, it 
becomes more important for the adver- 
tiser to study and analyze the sales po- 


Cuart IV 
Printed Media Radio 
Problem 1 Problem 1 
To have readers so attracted they read the advertise- To have listeners so attracted they listen to the sales 
ment. message. 
Problem 2 Problem 2 


To appeal to the reader in a manner that will bring 
sales action. 

Problem 3 
To locate the advertisements in media which by their 
editorial appeal reach the best market for their prod- 
uct or service. 

Problem 4 
To buy circulation in areas which parallel the sales 
potential or distribution of product. 

Problem 5 
To locate the advertisement in a position which will 
give the greatest possible visibility. 

Problem 6 
To give thorough consideration and study to the fre- 
quency of appearance. 

Problem 7 
To determine the dominance of advertisements neces- 
sary to properly impress the market. 


To appeal to the listener in a manner that will bring 
sales action. 

Problem 3 
To locate the sales message in programs which by 
their editorial appeal reach the best market for their 
product or service. 

Problem 4 
To buy radio coverage which parallels the sales po- 
tential or distribution of product. 

Problem 5 
To broadcast the program at a time which will offer 
the greatest possible listening audience. 

Problem 6 
To give thorough consideration and study to the 
frequency of broadcast. 

Problem 7 
To determine the dominance or length of time of 
program necessary to properly impress the market. 


Therefore, the problems which confront the magazine or newspaper advertiser are comparable in many respects to 


those which face the radio advertiser. 
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Cuart V 
Radio Adds Several Problems which are Common 
to Radio Alone 

. For Example: 

(1) Exc.usiveE ADVERTISER CIRCULATION, 
““A study of newspaper or magazine circulation 
is a study of circulation which an advertiser 
shares with all other advertisers in the same 
issue. 
“A study of radio circulation, however, is a study 
of circulation which the advertiser shares with 
no other advertiser—circulation which the ad- 
vertiser gets at the expense of all other adver- 
tisers on the radio at that hour.” 

(2) ADVERTISER vs. PUBLISHER CIRCULATION. 
“A study of newspaper and magazine circula- 
tions is a study of a publisher’s ability to interest 
certain types of readers, to which the advertiser 
contributes little. 
“A study of radio circulation, however, is a study 
of the advertiser’s ability to develop circulation, 
to which the radio station contributes little.” 

Therefore— 
The radio advertiser does not buy circulation, 
but the privilege and opportunity to develop it. 


tential of selected markets. In some 
cases, a campaign in the leading newspa- 
per of one city costs two or three times 
as much per thousand population as in 
other cities. Table I illustrates what I 
mean. Note that a 10,000 line newspaper 
schedule in Fort Worth means an expen- 
diture of $20 per 1,000 population for the 
city zone. It costs $10 for the city and 
retail zones. Now many advertisers do 
not sell outside the city and retail zones. 
A bread advertiser, for example, where 
the delivery factor enters into the prob- 


lem usually sells within a limited area 
around the city. If it costs $10 per 1,000 
population in the city and retail zones of 
Fort Worth and $3 per 1,000 population 
in the city and retail zones of Nashville, 
somebody has to decide whether or not 
1,000 people in Fort Worth can eat three 
times as much of a given product as 
1,000 people in Nashville or twice as 
much as 1,000 people in Grand Rapids, 
Michigan. This chart has no relation 
whatsoever to the milline rate of the 
newspapers—it simply indicates that 
when an advertiser arbitrarily schedules 
a 10,000 line newspaper campaign in the 
leading papers in these cities, he places 
two or three times as many advertising 
dollars against the same number of peo- 
ple in one market as he does in another 
and, unless the sales situation justifies 
the expenditure, this wide variance is 
unjustified. 

It is interesting to note how it is possi- 
ble to use the Government Census of 
Distribution as a means of determining 
the type of media. Filling station sales 
figures, for example, may indicate that 
70% of the sales in a given county come 
from the leading city in that county. In 
this case, media which offer a concen- 
trated coverage of the city market are 
indicated. Outdoor, for example, is a 
typical medium which reaches people 


Taste I 
Cost a 10,000 Line Newspaper Schedule per 1,000 Population in City and Retail Zone Market for Certain Cities 











Advertising 
Cost of a Advertising City and Cost per 
10,000 Line City Cost per 1,000 Market 1,000 
City Newspaper Population Population— Zone Population 
Schedule City Only Population City and 
Market Zone 
Pat Verde, TOME... 0... sceaes $3,400 165,447 $20.55 317,792 $10.69 
San Diego, California............ 1,800 160,721 I1.19 190,939 9.42 
Grand Rapids, Mich............ 2,000 168, 592 11.86 460 ,Ccoo 4-35 
NN ee § ,000 167 ,648 29.93 890,858 5.61 
Richmond, Virginia.............. 2,000 195,696 10.22 313,298 6.38 
I ere 2,700 184,353 14.64 861,279 3-13 
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close to the point of sale. On the other 
hand, in some counties only 30% of the 
filling station sales in the county come 
from the leading city, and in this case, 
media which reach out into the outlying 
sections, such as newspapers or radio are 


same appropriation, it is possible to 
make $100,000 do the work of $110,000 
or $120,000 and in some cases $140,000. 
It’s a formula which is constantly ap- 
plied by direct mail advertisers. It 
means a little more effort, but it’s worth 


Cuart VI 


THE COST OF NEWSPAPER ADVERTIS- 
ING INCREASES AS SMALLER CITIES 
AND TOWNS ARE USED 


500000 250000 00000 $0,000 — 10.000 2500 
to 


Population to to 


to Under 
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ond more $00000 750,000 100000 50000 25,000 10000 2500 





$17,000 
16.500 
16,000 + 
15,500 + 
15,000 - 
4500 + 
14,000 + 
13,500 ~ 
13,000 ~ 
12,500 - 
12,000 + 
1500 + 
11.000 = 
10500 + 
10,000 ~ 
9500 + 
9,000 + 
@s00 ~ 
8000 ~ 
7500 + 
7000 + 
6500 ~ 
000 + 
$500 - 
$000 + 
4800 ~ 


4000 + 
3500 4 Lens 


43,020 


3000 4 OP 
2500 4 ier 12,430 
2,000 , ee 71,850 

1500 4 41,780 














#16,420 


18,390 
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The line shows the cost of a 1000 line advertisement per 
1,000,000 circulation in newspapers of various size cities. 


indicated. It is possible by a scientific 
study of sales to select with a large de- 
gree of accuracy the proper medium for 
coverage of a particular market, based 
on analyses of this kind. 


THE ImpoRTANCE OF SKILL IN 
Tue Use or MEpDIA 


Suppose I should tell you that given 
the same tools to work with, the same 
media, the same advertisements, and the 


it. The theory is based on the simple fact 
that a window display on Broadway is 
bound to be seen by more people than 
the same display on a side street. There 
are side streets in advertising, too. 
When we decide to locate our adver- 
tising in a magazine, it compares with 
the selection of a market. A large part of 
the success depends upon the skill or 
perhaps effort to select a prominent loca- 
tion. In one part of our agency you will 
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Cuart VII 


How Position Changes the Effectiveness of 
Advertising 
April, May and June issues of a large 
weekly magazine 
(Based on Starch Effectiveness Studies) 
Average Cost per Thousand People Seeing 


eae at a ce a  WEa har Aina ered Co SaeN $5 .89 
Page facing 2nd cover.. ...............-000: 4.65 
¥% Page on same page as Table of Contents.... 4.96 
Right hand page facing Table of Contents... .. 4.90 
Left hand page facing opening Editorial Page in 
i snintnadégedaswesikanawawe 6.37 


Campbell Soup position. ..............00.0.- 3-99 
Third cover (Opposite Full Editorial Page). ... 
Back cover 


However— 
The average cost per 1,000 people seeing, for the 
balance of the advertisements in the issues, was— 


$8 .35 
Therefore— 


Advertisements in the average run of book posi- 
tion compare with advertisements in special posi- 
tions as follows: 


Per cent more costly than— 


ES ee ee 41.77% 
Page facing Second Cover.............. 79.57% 
Table of Contents—™% page............ 68.35% 
Right hand page facing Table of Contents. 70.41% 
Page facing Opening Editorial Page...... 91.08% 
Campbe Soup Page..............080.- 109 .27% 
RE et reer era 92.84% 
ina Ore athens adic ais Kako 58.14% 


find people whose sole function is to re- 
cord positions. In a sense, they are the 
clockers who count traffic. Why this ex- 
pense? Frankly, it’s a selfish effort to get 
the most out of the advertising dollar. 

Now it would be easy for me to show 
typical examples of direct mail results 
based on position, but I have here some 
studies (Chart VII) based on general ad- 
vertising in a weekly magazine. I think 
you will find them interesting. They 
show how selected positions increase the 
effectiveness of the advertisement. 

Where do we go from here? You may 
say that the number of positions is lim- 
ited, but so are the good radio hours. If 
you explore you will find many good lo- 
cations not recorded above, and perhaps 
equally desirable. 

When we are considering magazines 


that have competitive and comparable 
selling points, we often allow the factor 
of position to decide which magazine 
should be used, but a word of caution— 
remember, you can always get good 
seats to a poor show. 

I feel it is time for advertisers and 
their agencies to secure more facts from 
the media owners. It may result in some 
changes for the better. 

The automobile industry does not get 
any kick out of changing models each 
year—the only reason they do so is to 
keep pace. The president of one of our 
largest automobile companies mentioned 
that model changes were a major ex- 
pense. It means new tools, new machines 
and greater advertising effort. But when 
we consider the fact that of the 80 cars 
which were displayed at the 1920 auto- 
mobile show, less than 22 of these were 
shown in 1937, you see what happens 
when you fail to adjust your product, 
merchandising, and advertising to chang- 
ing conditions. 

Roy Durstine sums it up when he 
says, ‘All this testing and measuring ap- 
plied to the effectiveness of advertising 
may leave us breathless. We may yearn 
for the good old days when we just sent 
a double page spread to the magazines 
and hoped for the best. It may take a lot 
out of us to measure the effectiveness of 
advertising, but if we don’t it will take a 
lot more out of our clients.” 

Gone are the days when advertising 
men looked with skeptical eyes on new 
media. Many of these changes which 
have revised our thinking on advertising 
have also brought out many interesting 
developments in media. As a matter of 
fact, some of the fundamental principles 
of media use and market coverage have 
changed. 

Years ago, advertisers would select 
publications that reached people on 
Fifth Avenue in order to influence the 
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people living on Third Avenue. Appar- 
ently, the Fifth Avenue group have lost 
their influence with the Third Avenue 
crowd. Now we go direct to the Third 
Avenue market and spend considerable 
time and money in the study of ways 
and means to reach them. 

The fundamental difference is that in 
1938 we are forgetting many of the in- 
tangibles such as dealer influence, mer- 
chandising value, etc., and are going out 
to reach people. We have our eye on the 
ball and in this case the ball is the mar- 
ket for the product, not necessarily the 
dealer who sells it. 


The best kind of dealer merchandis- 
ing and advertising re-selling is accom- 
plished by sending the customer into the 
dealer’s store for the advertised product. 
Remember, however, that in 1938 we 
have the vehicles to reach these people 
whereas in 1920 the opportunities to se- 
lect a wide variety of media were lim- 
ited. New types of media have been 
responsible for a different distribution of 
the advertising dollar. 

It’s up to us—the people who study 
markets as well as the people who study 
media—to make the most of these new 
trends in media. 











A MARKET RESEARCHER LOOKS 
AT COMPETITION AMONG 
ADVERTISING MEDIA* 


W. B. RICKETTS 
Booz, Fry, Allen and Hamilton 


ROM the point of view of the market 
easels, the question of competi- 
tion among advertising media resolves 
itself primarily into the question of ob- 
taining definite factual evidence that 
will assist advertisers and their agencies 
in determining the effectiveness of vari- 
ous alternative media as a means for 
carrying the advertiser’s copy or mes- 
sage to prospective purchasers of the 
product advertised. 

The question is so broad and has so 
many ramifications it is necessary to de- 
fine clearly just what it is that we are 
talking about and to narrow the discus- 
sion down within practical limits. There- 
fore, let us first see if we are in agreement 
on the following background points: 


1. That advertising is a business tool and 
that its primary purpose and objective 
is to produce increased sales on a profit- 
able basis. 

2. That advertising media, as the name 
implies, represent only the “mediums” 
or means by which the advertiser’s mes- 
sage is carried to prospective pur- 
chasers of the product. 

3. That the effect which advertising has 
on consumers is the joint result of two 
factors: (a) the part played by media 
in carrying the advertising to potential 
consumers, and (b) the influence that 
the advertising copy or message has on 
these prospective consumers. 

4. That the phrase “competition among 
advertising media” as we are using it 
refers primarily to competition for the 
advertiser’s dollar rather than to com- 


* An address before the American Marketing Associ- 
ation, Washington, D. C., May 1938. 
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petition for the attention and interest 
of consumers, but that the reading and 
listening habits of consumers and their 
attitudes toward various advertising 
media are obviously important factors 
to be taken into account in considering 
the effectiveness of media. 

. That competition among advertis- 
ing media includes both competition 
among different classes of media (such 
as newspapers, magazines, radio, etc.) 
and also competition among the vari- 
ous sub-classes and individual media 
within a given class. 


Nn 


In order to simplify this very broad 
subject as much as possible, it is neces- 
sary to narrow down the discussion to 
certain specific media rather than at- 
tempt to cover all of the widely diversi- 
fied list of items that come under the 
general classification of advertising me- 
dia—ranging, at one extreme, from 
sandwich men, book matches, and sky 
writing to chain broadcasting and mag- 
azines with large national circulation at 
the other extreme. Let us first define 
what the leading media are and what 
part of total advertising expenditures 
they represent. 

No complete audit or census has ever 
been made showing the actual total 
amount spent for advertising in the 
United States and there are, therefore, 
no exact figures available. However, 4 
number of authoritative estimates have 
been made which agree in showing that 
the total annual advertising expendi- 
tures in 1930 and other years immedi- 
ately preceding the business depression 
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amounted to approximately 1.8 billion 
dollars. 

Approximately 600 million dollars or 
one-third of this estimated 1.8 billion 
dollar total was spent for “direct” ad- 
vertising, specialties, premiums and oth- 
er miscellaneous items which we will 
arbitrarily exclude from further consid- 
eration. 

The remaining 1.2 billion dollar ex- 
penditures were divided among news- 
paper advertising, general magazines, 
outdoor advertising, radio broadcasting, 
street car advertising and miscellaneous 
publications such as business papers, 
with newspapers getting a much larger 
part of the total than any of the other 
classes. The estimates show approxi- 
mately 700 million dollars for newspa- 
pers, something over 200 million dollars 
for general magazines, about 80 million 
dollars for outdoor advertising, 75 mil- 
lion dollars for radio broadcasting, and 
20 million dollars for street car and bus 
advertising. 


NATIONAL ADVERTISING 


These estimated figures, however, in- 
clude both so-called ‘“‘national” and “‘lo- 
cal” advertising expenditures. In view of 
the obvious differences in conditions re- 
lating to the use of ‘“‘national” advertis- 
ing as distinguished from “local” and 
other forms of advertising, it seems de- 
sirable to exclude the local and other 
forms from present consideration and to 
concentrate attention on the “‘nation- 
al” advertising. This brings a decided 
change in the estimated volume for the 
various media and in the proportion of 
the total represented by each. Here 
again no exact and entirely complete fig- 
ures are available but records have been 
compiled covering the expenditures in 
the most important individual media in 
each class. 

Probably the best known figures for 


annual national advertising expendi- 
tures are those which the Bureau of Ad- 
vertising of the American Newspaper 
Publishers Association has issued annu- 
ally since 1927. These show the national 
expenditures for daily and Sunday news- 
papers combined, all leading magazines, 
chain radio, outdoor and street cars (in- 
cluding subway, elevated, platform, and 
buses). 

The figures for the year 1930 are as 
follows: 





Newspapers............. $230,000 ,000 45.0% 
Magazines................ 202,000,000 39-5 
Serer 45,000,000 8.8 
Radio (chain)............. 27,000,000 §-3 
| 6, 500,000 1.4 
_ . . $510, 500,000 100.0 
The A.N.P.A. figures for the years 


1927 and 1936 provide a basis for seeing 
what has happened to the various media 
during a ten-year period as shown by the 
following table (figures in millions of dol- 
lars): 











1927 1936 
Newspapers....$225.0 44.3% $188.0 44.0% 
Magazines..... 191.0 37.7 143-8 33.6 
Outdoor....... 75.0 14.8 34.0 7.9 
Radio (chain).. 4.0 8 59.7 14.0 
Street car..... 12.0 3.4 2.1 . 

oC aa $507.0 100.0 $s 27.6 100.0 


Although as mentioned inti 
these figures are not entirely complete 
and may be subject to some criticism on 
that account, they probably supply a 
reasonably adequate basis for judging 
the relative importance of the dollar vol- 
ume of the specified media and the 
changes that have been taking place dur- 
ing recent years in relative importance. 

Accepting the figures at their face val- 
ue, you will notice that there has not 
been much change in the proportion of 
the total business obtained by newspa- 
pers from 1927 to 1936. Magazines have 
shown a decrease—from 37.7% of the 
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total in 1927 to 33.6% in 1936. Outdoor 
advertising showed a sharp decrease 
from 14.8% of the total in 1927 to 7.9% 
in 1936. Street car advertising repre- 
sented only a relatively small percentage 
of the total volume in 1927 and has 
shown a marked decrease in importance 
since that time. 

The most striking change is, of course, 
that shown for chain radio which in- 
creased from less than 1% of the total in 
1927 to 14% of the total in 1936—and 
making allowance for the amounts spent 
for spot broadcasting by national adver- 
tisers, the expenditures for radio time 
may represent nearly 20% of the 1936 
total. 

Additional figures of interest relating 
to these major advertising media are 
supplied by Dr. L. D. H. Weld’s Index 
of Advertising as published in Printer’s 
Ink. In his indices, the period from 1928 
to 1932 inclusive is used as the basis for 
comparisons. His index of general ad- 
vertising activity (composite of the ma- 
jor media) in 1937 was 94% or 6% below 
the “normal” represented by the 1928- 
1932 average. The changes in the annual 
indices for each of the major media are 
visualized on this chart (Exhibit A) 
which shows, as its outstanding feature, 
the striking growth of radio. Inciden- 
tally , the 1937 index for each of the ma- 
jor media was as follows: 


Radio 256% 
Magazines 100 
Newspapers 88 
Outdoor 80 


Farm paper 79 


How ArE ADVERTISING 
MeptA SELECTED? 


The next points to be considered 
briefly are how national advertisers de- 
termine which media to use and what 
factual information they have available 
to guide them in their decisions. 


It is probably safe to say that in most 
instances, one of the first factors consid- 
ered by an advertiser in selecting media 
is the relationship between the market 
for his product and the distribution of 
the circulation of the various advertising 
mediums that might be used. In some 
instances the information available re- 
lating to the market for the product and 
the present and potential consumers of 
the product is sufficient in itself to indi- 
cate quite clearly that certain classes of 
media obviously cannot be used advan- 
tageously—for example, if the market 
for a given product is concentrated 
mainly in one section of the United 
States, national magazines will usually 
be excluded from consideration. 

There are also a considerable number 
of instances where one class of advertis- 
ing media offers such obvious advanta- 
ges in certain characteristics that there 
is little, if any, question but that it 
should be used; for example, newspapers 
when cooperative advertising is to be 
done with local dealers. 

Each class of advertising media has 
certain more or less definitely recognized 
characteristics which, in individual cases 
represent advantages or disadvantages, 
strengths or weaknesses. Without at- 
tempting to set up a complete and de- 
tailed list of these characteristics, we can 
illustrate what we mean by mentioning 
that newspaper advertising has char- 
acteristics such as intensive local cover- 
age, opportunities for a high degree of 
flexibility in allocation of advertising to 
local markets, opportunities for tying 
national advertising closely with the ad- 
vertising of local dealers, insertions can 
be made quickly, etc. Similarly, maga- 
zines provide circulation which must be 
used nationally, with less coverage in 
larger cities than in smaller cities, reach 
on the average the higher income classes 
to a greater extent than the lower in- 
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come classes, provide opportunities for 
reaching consumers of various types up- 
on a rather highly selective basis, pro- 
vide opportunities for using high grade 
art work and color when desired, etc. 

In this discussion, however, we are 
primarily interested in the less obvious 
cases where the advertiser has several al- 
ternative possibilities in selecting his ad- 
vertising media. How does he decide 
which one or which ones to use? What 
information does he have available to 
guide him? 

What every advertiser would like to 
know above all else is which medium will 
do the best job in producing increased 
sales. If available, this information 
would supply the ideal basis for selection 
of media. Unfortunately, however, there 
is usually little or no sound evidence 
available on this point. Even after a 
campaign has been run in a given medi- 
um the advertiser usually does not know 
what part the medium played in the 
sales results unless he is a mail order ad- 
vertiser. As a matter of fact, he usually 
does not even have a sound basis for 
judging what effect his advertising has 
had on sales, because advertising is only 
one of many factors that enter into and 
affect final sales results. 

It is important to note in this connec- 
tion that the effect that the advertising 
medium used has on the sales results rep- 
resents only part of the total advertising 
effect. The medium sells the advertiser 
only blank space (or time on radio)—only 
offers a means for carrying the ad- 
vertiser’s message to prospective pur- 
chasers—and the “‘copy” or message that 
the advertiser uses in the blank space 
is unquestionably at least as important 

a factor affecting the results as the me- 
dium’s part in carrying the message to 
the consumer. 

Lacking information showing the ef- 
fectiveness of advertising media in terms 





of end results—evidence of effectiveness 
in producing sales—it becomes necessary 
for the advertiser to reach his decision 
by a process of inductive reasoning 
based on such facts, impressions and 
opinions as are available on points such 
as the following: 
How much circulation does the medium 
have? 
Where does its circulation go? 
How much does it cost? 
What kind of people does it reach? 
How intensively does it reach these 
people? 

With this preceding discussion as back- 
ground, let us next consider what addi- 
tional information is needed to assist the 
advertiser in selecting the specific classes 
of media and individual mediums that 
will do the best job for him. From the 
point of view of the market researcher, 
it appears that there is an urgent need 
for additional information on each of 
four points which we will now discuss. 


1. Lack or EvIDENCE OF 
EFFECT ON SALES 


The first point that I want to touch 
on is the need for better evidence of the 
effectiveness of advertising media in 
terms of the one ultimate and primary 
objective of advertising, namely, crea- 
tion of sales. 

We must, I believe, accept as a fact 
that, aside from mail order advertising, 
there is very little sound evidence avail- 
able at present showing specifically the 
part that individual advertising medi- 
ums play in the creation of sales. 

It is true that the sales representa- 
tives of practically every advertising 
medium from sky writing to the largest 
national media cite examples of adver- 
tising campaigns where striking sales in- 
creases were obtained after their media 
were used. When examined closely, how- 
ever, most of these cases do not supply 
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any direct or conclusive evidence of a 
cause and effect relationship between the 
advertising used and the sales results. 
They merely show that (a) advertising 
was used in a given medium and (b) 
sales increased. 

As has been pointed out repeatedly, 
advertising is only one of a large number 
of factors that jointly contribute to and 
determine final sales results. The follow- 
ing are a few of the other factors that af- 
fect sales: availability of product, price, 
dollar value, sales effort by the adver- 
tiser’s salesmen, sales effort by dealers, 
prices of competitive products, sales and 
advertising activities of competitors, 
weather, etc. The major problem en- 
countered in attempting to determine 
the effect that a given advertising cam- 
paign has had on sales is the difficulty of 
isolating the effect produced by the ad- 
vertising from the effect produced by 
these other factors individually and 
combined. 

As a concrete example of the difficulty 
of determining the influence that adver- 
tising exerts on sales and of measuring 
the results attributable solely to adver- 
tising, I will mention a personal experi- 
ence. In connection with the work I did 
for a number of years with advertising 
agencies, I had an opportunity to ob- 
serve and analyze the relation between 
sales and advertising for a large number 
of well-known, nationally advertised 
products. In these analyses I found that 
in the majority of instances it was im- 
possible to find any directly traceable re- 
lation between the sales of the product 
and the type of advertising used. 

For example, for one of the largest na- 
tional advertisers of food products, we 
analyzed the sales figures by territories 
for a period of over ten years and com- 
pared these with the amounts spent for 
advertising in different classes of media. 
During certain years, newspapers were 


used practically exclusively. During 
other years, a large part of the appropri- 
ation was spent for outdoor advertising, 
and in still other years the largest part 
of the advertising appropriation was 
spent for magazine advertising. After 
making a complete and detailed analy- 
sis, we were unable to find any traceable 
relationship between sales and the use of 
different advertising mediums because 
other factors, such as price changes, 
competitive activities, business condi- 
tions, etc., apparently exerted more 
influence on sales than the advertising 
did. 

The point that I want to register in 
this connection is that in my opinion one 
of the most outstanding needs in the ad- 
vertising field at present is for the devel- 
opment of methods that will enable more 
accurate measurement of the effect that 
advertising has on sales. In practically 
every field of scientific endeavor, ways 
and means have been found to isolate 
and measure individual factors and in- 
dividual elements. The need for develop- 
ment of methods by which this can be 
done in the advertising field presents an 
urgent and challenging opportunity to 
all of us who are engaged in market re- 
search work. 


2. NEED For DETAILED ANALYSIS 
or MARKETS 


The next major point to be considered 
is the question of allocating advertising 
to the various individual parts of the ad- 
vertiser’s market in relation to market 
opportunities—as a means for determin- 
ing the classes of media and individual 
mediums that can be used most effec- 
tively by a given advertiser under given 
conditions. 

In order to allocate advertising in re- 
lation to market opportunities, it is ob- 
viously necessary to have two distinct 
and separate sets of facts. These consist 
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of (a) adequate evaluation of the sales 
volume that can reasonably be antici- 
pated from the individual parts of the 
market if a reasonable amount of pro- 
motional effort is supplied and (b) a defi- 
nite record of the circulation, intensity 
of coverage, and cost of the various al- 
ternative media that can be used to reach 
these individual parts of the market. 

Proper allocation of advertising to 
market calls for more complete and 
more detailed analysis than is supplied 
in the great majority of instances. Spe- 
cific sales objectives are needed not only 
for the main geographical sections of the 
country but, also, and at least equally 
important, for individual market areas 
—and frequently for individual cities 
and rather minute sub-divisions of mar- 
ket areas. 

When this procedure is carried out ad- 
equately, comparison of the sales objec- 
tives with advertising cost and coverage 
will frequently show quite conclusively 
that certain mediums are either totally 
inadequate to do a satisfactory job alone 
in important parts of the market or that 
the pro-rated cost of advertising in these 
media is entirely out of line with sales 
possibilities. 

This type of analysis may show, for 
example, that the cost of newspaper ad- 
vertising in small cities, where the 
milline rate of newspapers is higher than 
in large cities, is so high in relation to 
sales opportunities that it becomes evi- 
dent that newspapers cannot be used 
economically in these territories. Simi- 
larly, it may be found that the cost of 
billboards in certain areas is entirely out 
of proportion to sales opportunities, or 
that advertising in certain magazines 
will provide satisfactory coverage and 
cost ratios in medium-size cities but will 
not supply enough coverage to do the re- 
quired job in large cities, thereby indi- 
cating the need for local intensification. 


Incidentally, this analysis of market 
and advertising frequently shows that 
insufficient advertising pressure is being 
placed on what, for many products, is a 
neglected part of the market, namely, 
the small town and rural areas. 

One method of carrying out and ap- 
plying this procedure as an important 
factor in media selection is described in 
T. O. Grisell’s “Budgetary Control of 
Distribution.” Another example is the 
analysis of metropolitan markets by the 
J. Walter Thompson Company which 
shows that approximately two-thirds of 
total U. S. retail sales of products sold 
through food stores and drug stores is 
concentrated in the metropolitan areas 
of 94 cities—with obvious implications 
relating to media selection. 


3. ADDITIONAL INFORMATION RELATING 
TO CIRCULATION 


The next point to be considered is 
whether the circulation figures now avail- 
able for the various classes of media sup- 
ply an adequate basis for selecting media 
or for judging their actual or relative 
effectiveness as advertising mediums. 
For obvious reasons, this calls for sepa- 
rate consideration of the different classes 
of media. 


Newspapers and Magazines 


Let us look first at the information 
now available relating to the circulation 
of newspapers and magazines. We all 
know that the Audit Bureau of Circula- 
tion statements provide for practically 
all of the important newspapers and 
magazines a reliable record showing the 
number of copies printed, number of 
copies sold, and where these copies are 
sold. No one questions the essential ac- 
curacy of this information or its value 
insofar as it goes. But do these figures 
supply an adequate basis for judging the 
number of individuals that the adver- 





152 





THE FOURNAL OF MARKETING 





tiser can expect to reach by placing his 
advertisements in the publications? Do 
they, in other words, show the adver- 
tiser the effective circulation that his ad- 
vertisements will obtain from these pub- 
lications? 

As we all know that only part of the 
total number of individuals who read a 
given publication will see and read a giv- 
en advertisement in that publication, 
you will agree, I am certain, that the 
Audit Bureau figures do not in themselves 
show the number of individuals that an 
advertiser can anticipate reaching by 
placing an advertisement in a given pub- 
lication. The question that I would like 
to raise in this connection is whether it 
is not possible to set up for individual 
publications or groups of publications 
average or normal expectancies of the 
number of individuals or proportion of 
readers of the publications who are 
reached by advertisements of various 
types in the publications—thereby sup- 
plying the advertiser with a better basis 
for judging the actual or relative value 
of the various mediums as a means for 
delivering his advertising message to 
consumers. 

Considerable progress has been made 
along these lines during the past ten 
years. Practical techniques have been 
developed for determining the extent to 
which advertisements in publications are 
seen and read. A large number of exten- 
sive surveys have been made in which 
these techniques were used and much in- 
formation has been collected which at 
least supplies a basis for better quantica- 
tive approximations than was formerly 
possible. 

Outstanding examples of the work 
that has been done along these lines are 
supplied by the Gallup newspaper sur- 
veys and Starch magazine surveys of ad- 
vertising effectiveness. 

The Gallup newspaper surveys supply 


a basis for judging the average or normal 
proportion of the readers of newspapers 
who see and read advertisements of vari- 
ous different sizes and the variations in 
the proportion who see and read adver- 
tisements in preferred positions such as 
in the rotogravure sections of Sunday 
newspapers. These surveys have shown, 
for example, that the effective circulation 
of similar advertisements is much higher 
when used in the rotogravure section 
than in news sections. 

The Starch magazine surveys have 
been made continuously for a period of 
over six years, covering each issue of 
thirteen leading magazines. The figures 
from these surveys supply a basis for 
judging the average or normal propor- 
tion of the readers of the magazines who 
see and read advertisements of different 
sizes and types. The figures show, for ex- 
ample, that for one of the large general 
weeklies, approximately 24% of the 
readers of a given issue of the magazine 
see and identify the average black-and- 
white full-page advertisement and ap- 
proximately 11% see and identify the 
average half-page advertisement. These 
surveys also supply corresponding fig- 
ures showing the percentage who read 
the copy in the advertisements, relative 
number reached by color advertisements 
as compared with black-and-white ad- 
vertisements, variations for different 
classes of products, etc. 

All of the evidence available at pres- 
ent confirms the common sense conclu- 
sion that circulation figures such as are 
supplied by the Audit Bureau of Circula- 
tion do not show the number of individu- 
als that an advertiser can anticipate 
reaching by using advertising in a given 
publication. The evidence now available 
also indicates that there are wide varia- 
tions in the proportion of the readers of 
given publications who are reached by 
advertisements of different sizes and 
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types. There would seem to be no ques- 
tion regarding the desirability and need 
for more and better information along 
these lines. It is obvious that such infor- 
mation has an important bearing on 
many of the major questions relating to 
the selection and use of advertising me- 
diums. 
Radio 

The problem of obtaining significant 
circulation figures for radio advertising 
presents considerably more difficulties 
than encountered with publications. 

Obviously, all that a radio station can 
offer an advertiser is a “potential’’ audi- 
ence consisting of the number of radio- 
owning families located in the area in 
which the station’s programs can be 
heard. This “potential,” of course, rep- 
resents only a theoretical maximum cir- 
culation figure because it is inconceiva- 
ble that a// of the radio sets in the area 
will be turned on at the time of a given 
broadcast and also extremely unlikely 
that all of the sets in operation will be 
tuned to one station. 

As a matter of fact, every radio pro- 
gram is in direct competition with the 
other programs that are being broadcast 
at the same time and one of the out- 
standing hazards of radio advertising is 
the difficulty that the advertiser en- 
counters is finding a program with suf- 
ficient appeal to attract a listening 
audience of reasonable size in the face of 
the direct competition offered by the 
other programs on the air at the same 
time as his program. 

Here (showing charts) are some ex- 
hibits that will make this point clearer. 
These charts show the findings from a 
survey that was made in one city, Chi- 
cago, to determine the number of radio- 
owning families that were using their 
sets during each broadcasting period and 
the number that listened to each of the 
programs broadcast from morning to 


midnight throughout one entire day (a 
Sunday in April). 

This first chart shows the wide varia- 
tions in the proportion of radio-owning 
families who used their sets at different 
periods during the day, ranging from a 
minimum of less than 3% of the families 
during the early morning and late eve- 
ning periods toa maximum of 47% during 
the periods from 7 p.m. to 7:30 p.m. You 
will note also that there are wide varia- 
tions in the number of sets in use at dif- 
ferent hours in the morning, afternoon 
and evening. 

This second chart shows the number 
of families who listened to each of the 
various programs that were broadcast 
during the day on one station—the Chi- 
cago outlet of the NBC Blue network. 
This shows a very wide variation in the 
number listening to the different pro- 
grams broadcast over this station. Less 
than 1% of the families listened to a 
number of the programs while at the 
other extreme a maximum of 38% lis- 
tened to one program (the Jack Benny 
broadcast at 6 p.m.). 

This third chart supplies a composite 
picture of the number of families who 
heard each of the programs broadcast on 
each station during each broadcasting 
period throughout the entire day. It 
shows strikingly that certain programs 
have a very large listening audiences and 
that the other programs have relatively 
very small listening audiences. It shows 
that the competition of the other pro- 
grams that are being broadcast at the 
time when a given program is on the air 
is one of the most important factors af- 
fecting the size of the audience listening 
to that program. It also shows that the 
programs rather than the station are re- 
sponsible for the size of the audience. No 
one station has the largest listening audi- 
ence consistently throughout the day: 
As a matter of fact, we found in this sur- 
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vey that one station was most popular 
during the morning, another station was 
most popular during the afternoon, and 
still another station was most popular 
during the evening. 

In view of the conditions that we have 
just discussed, how can an advertiser 
judge what circulation and coverage he 
will obtain from radio advertising? 

It seems quite evident from the points 
we have mentioned that the figures sup- 
plied by broadcasting stations showing 
the areas in which their programs are 
heard with a specified minimum signal 
strength represent merely a maximum 
theoretical potential and cannot be in- 
terpreted as representing or indicating 
actual circulation or coverage without 
radical adjustment. 

Apparently, radio listening surveys 
represent the only practical means by 
which the advertiser who has a program 
on the air can determine the circulation 
and coverage of the program—and the 
only means by which an advertiser who 
is considering using radio can judge the 
probable circulation and coverage which 
radio will supply. 

A very large number of radio listening 
surveys have been made during the last 
decade. Several different methods have 
been used in making these surveys. One 
method is by telephone interviews with 
radio owners at the time of the broad- 
cast. Another method is by personal in- 
terviews with radio owners in which 
check lists or program rosters are used 
as reminders after the broadcasting. A 
third method, which is the one used by 
Crossley in the Cooperative Analysis of 
Broadcasting, consists of making tele- 
phone calls at four different times during 
the day to determine the programs that 
respondents recall having heard during 
the periods preceding the interview. 

None of these methods is perfect or 
completely satisfactory. There is wide- 


spread recognition of the need for the de- 
velopment of methods that will supply 
better and more accurate information re- 
lating to the circulation and coverage of 
radio programs and the extent to which 
the advertiser’s commercial announce- 
ments are heard. It must, however, be 
admitted even by radio’s critics and 
competitors that radio listening surveys 
have supplied evidence which is useful 
in making quantitative estimates of the 
circulation and coverage of individual 
programs and in supplying a basis for 
judging the average or normal expect- 
ancies for certain specified types of pro- 
grams. 


Outdoor Advertising 


Turning our attention next to outdoor 
advertising, we find that aside from rec- 
ords showing number of poster locations 
by localities, there is comparatively little 
information available relating to the cir- 
culation provided by this advertising 
medium excepting such information as 
is provided by the traffic audits made by 
the Bureau for Street Traffic Research 
of Harvard University. 

These traffic audits show the number 
of persons who pass poster locations 
daily, as indicated by spot checks, but 
do not show the number or proportion of 
these people who actually notice the post- 
ers. The figures, therefore, can only be 
interpreted as indicating a theoretical 
maximum “potential” audience that the 
advertiser has an opportunity to reach. 

Insofar as known, there is no adequate 
information available at the present 
time showing the effective circulation of 
poster advertising as represented by the 
number of individuals actually reached 
to a specified extent by a given amount 
and type of poster advertising. 

* * * * * 


Our outstanding conclusions from the 
foregoing brief discussion of circulation 
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as a basis for media selection are (a) the 
importance of differentiating clearly be- 
tween the potential circulation oppor- 
tunities offered by a given medium, such 
as represented by the total number of 
readers of a publication or total number 
of radio sets located in the area where 
programs of a given broadcasting station 
can be heard, and the effective circulation 
represented by the number of individu- 
als who are actually reached by adver- 
tising in the medium and (b) the need 
for further development of information 
which will provide the advertiser with a 
better basis for judging the effective cir- 
culation which he can reasonably antic- 
ipate that a given advertising medium 
will supply under specified conditions. 


4. DisTRIBUTION OF CIRCULATION 
AmonG Economic CLASSES 
oF CONSUMERS 


Asa final point, I merely want to men- 
tion the need for better and more ade- 
quate information than is now available 
relating to the distribution of the circu- 
lation of the various advertising media 
among economic classes of consumers 
and the relative importance which these 
economic classes represent in consump- 
tion of nationally advertised products. 

Most advertising mediums can supply 
records which purport to show the dis- 
tribution of their circulation by econom- 
ic classes of consumers but the accuracy 
of the information given in many of 
these reports is at least questionable. 
There is need for an adequate study, 
conducted by a competent and impartial 
organization, to supply dependable fig- 
ures applicable to different mediums. 
Several years ago the American Associa- 
tion of Advertising Agencies sponsored 
studies of the distribution of newspaper 
circulation among economic classes in 
New York and several other cities. This 
was a good start in the right direction 


but the work was not carried far enough 
to supply any broad picture of the field 
as a whole. 

Comparatively little is known at pres- 
ent about the relative consumption of 
nationally advertised products by con- 
sumers in the various income groups al- 
though the recent extensive studies of 
consumer purchases by governmental 
agencies supply considerable valuable 
background information relating to this 
point. These studies indicate that the 
average or median annual family income 
in the United States, including farm 
families, is only slightly above $1,000 
and even for the larger cities is only 
about $1,500. The information collected 
in these studies also supplies, for the 
first time, a statistical basis for judging 
the relative consumption of various dif- 
ferent classes of products by the families 
in each of various specified income groups. 

Comparatively few of the consumer 
studies that have been made to date by 
advertisers or by independent research 
organizations have covered adequately 
the families with less than average in- 
comes. The relative extent of their use 
of nationally advertised products is 
largely unknown and one of the most im- 
portant questions facing many national 
advertisers at present is whether there 
is a greater opportunity to obtain in- 
creased sales from families with low in- 
comes or from families with high incomes. 

In view of these conditions and the 
recognized fact that there are large vari- 
ations in the proportion of the total cir- 
culation of different advertising mediums 
that goes to families with low incomes, 
it seems to be evident that there is a 
real need for more adequate informa- 
tion than is now available relating to 
the sales opportunities offered by the 
various income classes and the extent to 
which these classes can be reached by 
various advertising mediums. 


DISTRIBUTION OF FAMILY INCOME 
AND EXPENDITURES® 


A. D. H. KAPLAN 


LITTLE more than a year ago I had 
A the privilege of addressing a meet- 
ing of the American Marketing Associa- 
tion to explain the nature of the Urban 
Study of Consumer Purchases, a field 
survey covering the income and expendi- 
tures of families at all income levels in 32 
cities. Since then many of you have re- 
ceived preliminary releases on the dis- 
tribution of families in each of those 
cities according to income level; and you 
have also received press releases sum- 
marizing the distribution of family ex- 
penditures by income level for Chicago, 
Providence and Denver. 

By way of a progress report I may say 
that on the basis of the data for the ur- 
ban communities, tabulated by the Bu- 
reau of Labor Statistics, and for the 
rural communities by the Bureau of 
Home Economics of the Department of 
Agriculture, regional and national esti- 
mates of the distribution of American 
families by income have been completed 
and will shortly be issued by the Nation- 
al Resources Committee. The definitive 
publications by individual cities and re- 
gions, on income and on the summary of 
expenditures, are now partly in press 
and partly in preparation for press. It is 
our hope that the publications on this 
material on income patterns and the 
summaries of family expenditures will 
be in your hands before you meet again. 

Today I shall present a few highlights 
in our pattern of expenditures by in- 
come. These data relate only to white 
non-relief families including husband 
and wife, both native born. 


* An address before the American Marketing Associa- 
tion, Washington, D. C., May 1938. 
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At all income levels from $500 to 
$10,000 a year we find some families 
coming out with a net surplus for the 
year, while others finished the year with 
a net deficit against current income. 
Even at low income levels a large num- 
ber of the families struck a rough balance 
between income and outgo or came out 
with a small surplus; but the amount of 
deficit per deficit family was so much 
greater than the amount of surplus per 
surplus family that the net effect was to 
produce an average deficit for all families 
whose incomes were below the median. 
In a large city like Chicago, the net bal- 
ance of the surpluses and deficits for all 


families having incomes of from $500 to 
$750 a year is a minus figure—an aver- 
age deficit of $200 per family. At $7,500 
to $10,000, the net balance is an — 


surplus of over $1,600 per family. As we 
break down these figures to see of what 
elements they are made up, we realize 
that they are not an index of either thrift 
or extravagance. It is normal for a cer- 
tain percentage of families to purchase 
durable goods like automobiles or furni- 
ture in a given year, just as it is normal 
for the great majority of families not to 
buy such durable goods in that particu- 
lar year. When we charge a family with 
the total value of the durable goods 
against current income, we may find 
that the family has used any one of a 
number of possible ways of meeting that 
item—by withdrawal from savings, by 
borrowing cash, or by carrying over 4 
part of the purchase price as an install- 
ment account. Thus our deficit case 
merely means that the total value of all 
purchases made during the year ex- 





THE FOURNAL OF MARKETING 


157 





ceeded the total income received by the 
family as of the current year, though it 
may have had ample resources in savings 
to draw upon. 

If we could find such a thing as a per- 
fectly normal or average year, the net 
deficits of the families which went into 
the red for such a year would be offset 
by the surpluses of the other families, to 
result in a general balancing of the cur- 
rent surplus and deficits within the com- 
munities as a whole. In that connection 
it is interesting to note that the year 
covered by the Urban Study of Consum- 
er Purchases, 1935-36, was one in which 
business conditions were improving and 
employment and wage rates were on the 
increase. After a depression vacuum of 
several years in the purchase of neces- 
sary durable goods families began in 
1935 to incur obligations beyond current 
receipts, predicated upon the hope of 
steady employment and future increases 
of income. Thus the net deficits of the 
families in the year of our study may be 
taken to reflect not a chronic tendency 
toward living beyond income, but rather 
an optimistic outlook for 1936 regarding 
future income. This impression is con- 
firmed by the data which the U. S. De- 
partment of Commerce issued showing a 
sharp increase in the ratio of installments 
to total retail sales between 1932 and 
1936. 

In the case of our data on Chicago on 
the detailed expenditures of nearly 3,000 
families with incomes ranging from $500 
to $10,000, one family in fifteen reported 
obligations due on installment accounts 
at the beginning of the year for an aver- 
age of $140, while at the end of the 
schedule year the same sample included 
I in 8 faimlies with installment accounts 
due, the average commitment per family 
being $152. It was of special interest in 
connection with this sample to note that 
proportionately the most marked excess 


of installment commitments at the end 
of the year over those which existed at 
the beginning of the year occurred with- 
in incomes between $1,500 and $2,000. 
Within these income bands the expendi- 
ture schedules of wage earners and cleri- 
cal families showed four times as many 
families carrying installment obligations 
at the end of the year as there were at 
the beginning of the year. 


DISTRIBUTION OF FAMILY EXPENSES 


There is a general impression that ne- 
cessities like food start out by looming 
very large in the budgets of low income 
families and taper off into relative insig- 
nificance for families at higher income 
levels. This impression would have to be 
considerably modified on the basis of the 
data obtained by the Urban Study of 
Consumer Purchases. So far as food is 
concerned, we find that at all income lev- 
els from $500 to $10,000—and that in- 
cludes the great majority of American 
families—the food item is consistently 
the most important category in total 
family expenditures. This is true as to 
dollar amounts even though the $400 
food item of the $750 family means 40% 
of total expense, while the $1,750 spent 
for food by the $10,000 family is only 
17.5% of their total. What happens, of 
course, is that the term “food” changes 
its meaning even though continuing its 
importance as income goes up. Thus in 
the budget of a $1,000 a year wage earn- 
er family the food item consists almost 
entirely of food eaten at home plus that 
which is carried from the home to work. 
It is bulky, solid food in the main. As in- 
come goes up, food not only includes 
more delicacies but begins to include 
meals as an element of entertaining; 
meals eaten out, which often include 
charges attributable to dancing or to 
cocktails. By way of a generalization it 
may be said that the city family at the 
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median income tends to allow about one- 
third of its total budget for food. 

Next to food it is housing which dom- 
inates the family budget. The range of 
difference from city to city on rentals is 
very much greater than on food. In gen- 
eral, the larger the community, the larg- 
er is the proportion of total income 
which will go to housing. Thus for a fam- 
ily having $100 a month, rent will be 
more than one-fourth of total expense in 
a metropolis like New York or Chicago, 
and be only one-sixth of the total income 
in the typical city of 25,000. As a per- 
centage of expenditure, housing does not 
decrease as income goes up so rapidly as 
does food. In a city of 300,000, for exam- 
ple, rental is likely to take one-fourth of 
a $1,000 income, as against one-seventh 
of a $5,000 income. When we add to the 
rental the average cost of household op- 
eration and furnishings, to obtain a total 
home maintenance budget, we find that 
the total of home maintenance repre- 
sents one-third of the family expense for 
families with incomes of $100 a month 
and drops below an average of 30 per 
cent of total expenditures only for the 
$10,000 a year families. 

1 should emphasize, perhaps, that I 
am taking these percentages against to- 
tal expenditures. If they were taken 
against total income, the percentage, of 
course, would drop. 

We are prone to throw food, shelter 
and clothing together as the three rigid 
necessities of the family budget. So far 
as food and shelter are concerned, there 
isn’t much room for debate. When it 
comes to clothing, however, there is an 
interesting contrast to be drawn. If the 
test of a rigid necessity is that it takes a 
large chunk of the family income at low 
income levels and becomes a relatively 
less crucial factor in the total of family 
expenditures as incomes rise, then cloth- 
ing must be said to have the expenditure 


pattern of a comfort or luxury item rath- 
er than that of the typical necessity of 
life. Without exception, in every one of 
the 32 cities that we have studied, the 
percentage of total expenditures devoted 
to clothing is lower at the bottom of the 
income scale than it is near the top. This 
is true by and large of families in the 
more populous cities as well as in the 
smaller cities. In both Chicago and 
Providence, clothing takes 8% of the 
family’s consumption budget at $1,000, 
10% at $3,000, and 12% at $7,500. The 
average community of 15,000 likewise 
ranges from expenditures of 6 or 7% for 
clothing at $1,000 to 11 or 12% at $5,000. 
Before leaving the item of clothing it 
may be noted that this is one of the 
items that has come to occupy relatively 
a much smaller place in the total budget 
in the 1930’s than it did twenty years ago. 

Closely associated with clothing ex- 
pense is that group of items which come 
under the heading of personal care—hair 
cuts, beauty treatments, cosmetics, den- 
tifrices, etc. The noteworthy thing about 
the category of personal care is the 
steadiness with which it holds its per- 
centage of total expenditures throughout 
the income range. Whether the family 
income is $750 or $7,500, personal care 
holds its place at about 2% of the total 
family budget in city after city. It is 
actually more consistent than any other 
item in the family budget. 

As you might expect, the most strik- 
ing change in the expenditure pattern 
of American families has come in the 
item of transportation. Primarily, of 
course, this reflects the advent of the 
automobile; to a lesser extent it reflects 
the growing distance between the home 
and the place of work. When the Bureau 
of Labor Statistics made its Cost of Liv- 
ing Study among 12,000 wage earner and 
low-salaried white collar workers in 92 
Cities in 1918, the item of transportation 





THE FOURNAL OF MARKETING 


159 





consisted mainly of street car fares, and 
totalled less than 23% of the family 
budget at incomes between $1,500 and 
$1,800. Today, the average for transpor- 
tation (including automobile) for the 
corresponding income band over the 32 
cities is not less than 63%, and runs 
about 10% in the less congested, par- 
ticularly the Western, communities. In 
the latter case, transportation (including 
automobile expense) vies with clothing 
as the third largest general item in the 
family budget. 

In the distribution of family disburse- 
ments, the item of insurance—that is, 
life insurance—has been included under 
savings and investments, rather than 
consumer expenditures. It is worth at 
least a passing comment, however, in 
any discussion of the family budget, in- 
sofar as it represents a _ substantial 
amount in itself, and is a fixed charge 
which influences the amount available 
for consumption items. What has al- 
ready been said about personal care 
among the consumer expenditures may 
be said with almost equal emphasis for 
the item of insurance. Among Chicago 
families with incomes from $750 to 
$4,000, the proportion of total income 
devoted to insurance premiums _ re- 
mained remarkably close to 5%—never 
getting below 43% or above 53%. From 
$4,000 up to $10,000, insurance exceeded 
6% of total income and rose to a maxi- 
mum of 109 

No study rs 3 of a single year can in it- 
self be very illuminating as to trends or 
changes in consumer habits. But insofar 
as the Consumer Purchases Study of 
1936 is comparable with those of previ- 
ous decades, it may be said that, in gen- 
eral, food and clothing—particularly 
clothing—have come to take a smaller 
proportion than formerly, of the total 
family budget. Housing shows practi- 
cally no change, although there is con- 


siderable variation from city to city. 
Fuel and light has likewise remained al- 
most stationary. Furnishings and equip- 
ment, despite the advent of the electric 
refrigerator, washing machine and radio, 
has shown a tendency to run below pre- 
vious decades in its importance as part 
of the total family budget. This may be 
explained i in part by the substantial in- 
crease in the proportion of families living 
in furnished apartments. Even many 
“unfurnished” apartments include such 
major items of equipment as electric re- 
frigerators and cooking ranges. Of the 
other items, the most striking increases 
have taken place in transportation, rec- 
reation and personal care. 

In this treatment of the half dozen 
major categories of family expenditure 
nothing has been said so far of the rela- 
tive selectivity of the market for various 
items of expenditure. There is no time in 
this paper to do more than point out 
that the relative importance of the high- 
est or the lowest income bracket for the 
consumer market differs sharply from 
one item to another. Thus the topmost 
income fourth of the families may buy 
only a little more than one-third of all 
the food, and nearly two-thirds of all the 
automobiles. One interesting thing that 
seems to be coming out of our data in 
comparing purchasing power at differ- 
ent income levels is this—that that 25% 
of our families which are just above the 
median—what we would call the fami- 
lies in the second quartile of incomes— 
tend to buy one-fourth of all products 
whether those products are necessities 
or luxury items. Or, to put it another 
way, the average purchases of the second 
quartile tend to be the family average 
for the whole community, whether for 
necessities or luxuries. 

As a final word, may I caution against 
the acceptance of any averages as rigid 
indicators of what any particular family 








160 


THE FOURNAL OF MARKETING 





will buy, for despite the fact that the 
averages run according to a reasonably 
satisfactory sequence as incomes go up, 
the variations from family to family are 
often more striking than the changes in 
the average from income to income. So 
far as choice in the pattern of purchases 
is concerned, Americans are certainly 
not a regimented people. 

In the program for the completion of 


the Urban Study of Consumer Purchases 
we have still a great deal to do in the 
way of analysis of expenditures for spe- 
cific individual commodities. It is hoped 
that when a representative of the study 
next has the opportunity to address the 
American Marketing Association, it will 
be possible to give you some of our find- 
ings on the behavior of our more im- 
portant specific commodities. 





TOPICS FOR MARKETING RESEARCH* 
WILFORD L. WHITE 


Bureau of Foreign and Domestic Commerce 
United States Department of Commerce 


Epiror’s Note: Teachers of marketing and their students 
are in constant search for worthwhile research projects. 
They will be grateful to Dr. White for his pains-taking 
classification and listing of the opportunities in this 
field. The editors of the JOURNAL OF MARKETING will 
welcome opportunity to publish the results of any studies 
undertaken as a result of this article. 


HIs Association has agreed upon a 
definition of marketing research 
which runs as follows: 


Marketing Research—Marketing Research 
is the study of all problems relating to the 
transfer and sale of goods and services from 
producer to consumer involving relation- 
ships and adjustments between production 
and consumption, preparation of commodi- 
ties for sale, their physical distribution, 
wholesale and retail merchandising, and 
financial problems concerned. 

The use of the term Marketing Research 
in preference to Market Research is recom- 
mended as the former indicates the study 
of the entire marketing process and is dy- 
namic in its implications while the latter is 
static and indicates rather the study of a 
geographical area or group of buyers. 


Like our lists of marketing functions, we 
again include such a large field of eco- 
nomic activity that there should be no 
dearth of subject matter. The question 
is not so much that of what to include, 
however, as that of what we are going 
to do with what we have included. The 
present observations are limited to sub- 
jects of interest to university research- 
ers, undergraduate, graduate, or teacher. 


Osyjecrives OF UNIVERSITY 
MarkKETING RESEARCH 


There may be one or more objectives 
in the conduct of a marketing research 


_* Anaddress before the American Marketing Associa- 
tion, Atlantic City, December 1937. 


project at any university or business 
school. In the first place, the main or 
possibly the only purpose may be to 
train the student in research methods, 
using marketing as the field for that pur- 
pose. In such instances, and they are 
common where marketing research is 
open as a course of study, the machinery 
of research becomes more important 
than the contents of the job which the 
student may be doing. It is more neces- 
sary that he go through the steps which 
are involved, giving some attention to 
the alternate methods, than that he have 
a sound set of conclusions to present as 
his parting effort in the course. 

In the second place, the main objec- 
tive or one objective may be to test old 
techniques or develop new ones. One or 
more students using the same data can 
work out their results by various meth- 
ods, the value being the conclusion 
which is reached, concerning the fitness 
of a method for certain uses or the virtue 
of some newly conceived method. In this 
instance, the technique becomes of even 
greater importance than was true in the 
former case. 

A third objective of marketing re- 
search in our universities may be to gath- 
er data for class room use this semester 
and possibly for the use of the instructor 
in appearing before future classes. For 
the first time, the substance becomes of 
importance although its importance is 
limited by the experience of the students 
assigned to the task and the time they 
have in which to collect and present the 
data. 

The most important objective, how- 
ever, of marketing research is that of 
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adding newly organized information to 
that which we already have upon one or 
more important economic or business 
problems. At this point, I should think 
that the research conducted by members 
of this Association now teaching mar- 
keting and the practitioners would be 
identical, although the former might 
lean a little toward the historical and 
theoretical while the latter might be 
more current and practical. 


CLaAsses OF UNIVERSITY 
MARKETING RESEARCH 


University research can be broken 
down into three classes: term papers, 
masters’ theses, and doctors’ theses. Al- 
though there are no common standards 
for each type of project, I might suggest 
the following: term paper should indi- 
cate good sources, reasonably wide read- 
ing, a paper which is well organized, and 
well written. It would seldom, if ever, 
contain original research or new ideas. 
Its value: training for the student in li- 
brary research, briefing material, organ- 
izing it, and in presenting it clearly and 
intelligently. 

The master’s thesis should include all 
of the above, naturally. Its conception 
should be larger and include some orig- 
inal contribution resulting from contact 
with raw data and involving the thought 
processes of the writer. Value: Training 
in thinking logically, originally, and 
practically. 

The doctor’s thesis, in addition to the 
above, should result in a real contribu- 
tion to the knowledge of the subject be- 
ing covered. Its value rests primarily on 
being able to secure new data and in ar- 
ranging them in an order which results in 
new concepts and an advance in the 
knowledge of the subject. A doctor’s 
thesis should be the contribution of a 
mature man, fully trained in the skills of 
research and mentally capable of making 


a substantial contribution to our under- 
standing and knowledge. 

If we can accept these explanations 
for the moment, it is clear that a list of 
topics prepared with any one level in 
mind might not be of much value to 
those working at one of the other two 
levels. For that reason I have tried, in 
the list which is to follow, to tag each one 
according to my understanding. Others 
may differ widely, largely because their 
conception of the subject is different 
from that of mine. Such a difference, 
however, is unimportant if the result is 
a good paper or research project. In 
arranging these research topics in some 
order, I have attempted to keep several 
ideas in mind. In the first place, there 
are large statistical compilations of in- 
formation completed or being completed 
in Washington. As students of marketing 
research, we have the Census of Dis- 
tribution, 1929, Census of American 
Business, 1933 and Census of Business, 
1935. Here is a veritable mine of market- 
ing information which is still largely un- 
explored. Then there are the current re- 
ports on sales, shipments, orders, stocks, 
collections and similar data for manu- 
facturers; dollar sales, collections and 
inventories for wholesalers and dollar 
sales for independent retailers in 28 
states and chains nationally—all now 
being released monthly by the Depart- 
ment of Commerce. In addition are the 
price and cost of living data of the Bu- 
reau of Labor Statistics, the cost of liv- 
ing data covering rural areas by the 
Bureau of Home Economics and the 
National Income study and the con- 
sumers’ use of durable goods studies 
(230,000 families) of the Bureau of 
Foreign and Domestic Commerce. 

Since it is the desire of every student 
and teacher to select some research sub- 
ject which is not only interesting but 
which will have some current value when 
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completed, classification of topics might 
well begin on the basis of present day 
problems. Such a list will emphasize the 
present tendency in marketing research 
toward broadening out, rather than 
toward greater specialization. Internal 
operating problems are rapidly giving 
way in our field of endeavor, to those of 
wider influence, arising from outside the 
business unit. Without any attempt to 
justify each of the current problems 
listed below, here they are: The Con- 
sumer Point of View, Distribution Cost 
Analysis, Credit including Installment 
Credit, Personnel Problems, Legislation, 
and Taxation. 


A. THE ConsuMEr Point oF VIEW 


Business men are slowly appreciating the significance 
of the statement: consumers’ point of view. Never be- 
fore, therefore, has this field in consumption offered as 
much interesting subject material: 

1. Motives behind specified buying habits of con- 
sumers (b and c).* 

2. Consumers’ evaluation of specified advertising 
media (b and c). 

3. Evaluation of grade labeling for specified canned 
goods products (b and c). 

4. The extent to which brands or labels are significant 
for specified groups of products (c). 

5. Extent to which style and/or taste affect advertis- 
ing and sales promotion of specified products (c). 


B. Distripution Cost ANALYSIS 
1. Vertical cost study of specified commodities (c). 


C. Crepit Inc_up1nc INSTALLMENT CREDIT 


1. Classification and analysis of credit department 
costs (b and c). 

. Evaluation of advantages and disadvantages of de- 
ferred payment selling in department store (b and 
c). 

3. The influence of deferred payment selling upon cash 
and open account volume in department stores (b 
and c). 

4. Classification and analysis of acceptable credit risks 
for open and deferred payment accounts in retail 
stores (b). 

5. oy growth of installment selling in jewelry stores 
(b). 

6. Comparison of credit department procedure among 
retailers in specified trades in handling open and 
installment accounts (a and b). 

. Policies and procedures in handling repossessions at 
retail in specified trades (a and b). 


wR 


* The symbols a, b, and c designate subject suitable 
for term papers, masters’ theses and doctors’ theses 
respectively. 


10. 
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. Extent of influence of sales finance companies in 


determining installment terms offered by retailers 


(b and c). 


. The relative importance of sales finance companies 


and commercial banks in financing the installment 
paper of retailers in specified retail trades (b and c). 
The extent and value of community credit programs 
concerning terms (a, b, and c). 


. Evaluation of advance saving (cash) and advance 


buying (installment) from the social point of view 


(b and c). 


. The extent to which credit—open and installment 


—is a significant competitive tool (b and c). 


D. PeERsonNEL PROBLEMS 


. Opportunities and limitations of specified methods 


of paying salesmen (a and b). 


. Methods of compensating chain store employes, 


store managers and supervisors (a and b). 


E. LEcIsLaTIoNn 


. Appraisal of state anti-chain store legislation (b 


and c). 


. Appraisal of operation of the Robinson-Patman Act 


in a specified trade and/or a specified geographic 
area (b and c). 


. Appraisal of pending state and federal legislation 


relating to distribution (b and c). 


F. TAxaTIONn 


. Extent to which specified taxes are paid by speci- 


fied distributors and extent to which they are passed 
on to consumers (b and c). 

Number and significance of taxes paid by specified 
groups or types of distributors (b and c). 


G. Historica StrupDIEs 


. Development of psychology of advertising or sales- 


manship (a and b). 


. Activities of proprietors of general stores other than 


retailing (a, b and c). 


. Historical study of a new product and its effect 


upon a market (b and c). 


H. RetaILinc 


. Comparison of one or more phases of current local 


or state chain store situation with that pictured by 
the Federal Trade Commission in its inquiry (b and 


c). 


. Development of a formula for estimating monthly 


or quarterly inventory figures for small and large 
retail stores (c). 


I. SELLING 


. Reporting and analysis of actual calls made by 


different classes of retail and wholesale salesmen 


(a, b and c). 


J. InpustriaL MARKETING 


. Evaluation of the methods of compensating indus- 
trial salesmen (a, b and c). 

. Selection and training of industrial salesmen (a, b 
and c). 

. Market research as a control for industrial market- 
ing budgets (b and c). 
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4. Analysis of specified marketing methods in the in- 
dustrial field (a, b and c). 
K. GENERAL oR MISCELLANEOUS 


1. Effects of changing methods of retail distribution 
upon channels of distribution for specified groups 
of agricultural products (b and c). 

2. The organization and significance of the central 
market for specified products (b and c). 

3. A study of the relative cost of transportation to 
total value of specified commodities (c). 

4. Opportunities and limitations of public trucking (c). 


CooPERATIVE MARKETING 
RESEARCH 


It is one thing to list a number of re- 
search subjects, but a number of prob- 
lems still remain before a particular re- 
search project can be initiated. 

One phase of this situation concerns 
the general field of cooperation in 
marketing research. I should like to take 
this opportunity of calling to your atten- 
tion five ideas to which I hope the 
officers of American Marketing Associa- 
tion will give serious consideration 
during the coming year. 

In the first place, it may not be known 
that the American Marketing Associa- 
tion and the Bureau of Foreign and 
Domestic Commerce are now cooperat- 
ing through a committee appointed by 
President Coutant and the Marketing 
Research Division in determining the 
extent of marketing research in indus- 
trial as contrasted with commercial 
organizations. The hope is to find out 
what companies are carrying on some 
degree of formal research in this field, 
the extent of that work, funds available, 
and particular projects. It is felt that 
when the report is made jointly by the 
two organizations, additional light will 
be thrown upon this phase of our re- 
search activities. 

In this connection a suggestion was 
made to me some time ago by Percival 
White that it would be a practical idea 
to assemble in one place, preferably in 


New York, a library of commercial re- 
ports covering the various aspects of 
marketing research. We all know that 
private research agencies, advertising 
media, commercial houses of all kinds, 
and industrial organizations themselves 
conduct a multitude of research projects 
during the course of any twelve months. 
It is recognized that these are highly 
confidential in character, but after a 
period of time they have served their 
confidential character and become more 
or less known to the trade. Mr. White 
suggests that at this time business 
organizations involved agree to deposit 
these reports in a central research li- 
brary, operated by the Bureau of For- 
eign and Domestic Commerce, for ex- 
ample, or by some impartial agency 
where they would be equally available 
to practitioners and teachers alike under 
a predetermined set of rules or regula- 
tions. Such action would eventually re- 
lease a tremendous amount of factual 
information which still would have value 
both from the point of view of develop- 
ing techniques and from the point of 
view of reducing duplication of effort. 
I definitely feel that this idea has merit 
and I sincerely hope that it will be 
followed up by the incoming officers of 
this Association. 

Your attention is also called to the 
efforts of the deans of business schools 
in state universities to obtain the enact- 
ment of national legislation which would 
make available through these schools, 
funds for research conducted under the 
immediate direction of local bureaus of 
business research. Without going into 
this legislation in detail, if passed, funds 
should be available in state universities 
for marketing teachers and their gradu- 
ate students which would permit further 
development of research, either on a 
full-time or part-time basis. 

President Coutant appointed during 
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the closing year a committee of three 
members located in Washington who 
would go over the mass of marketing 
material now being issued and select 
that which would be of interest to our 
members, with the idea of collecting and 
distributing currently interesting and 
valuable material to our members. This 
is a step in the right direction, but those 
three men have full-time positions and 
are very busy. You probably have no 
concept of the thousands of pages of 
hearings and volumes of reports through 
which this committee theoretically 
would have to go in erder to cull out 
valuable contributions. Furthermore, 
most of this material would have to be 
summarized or briefed before it could be 
re-processed and distributed. Otherwise 
these “heavy” talks would merely be 
transferred from some stockroom shelf 
to the shelves of your office without any 
material change in your teaching and 
writing. Because of this situation, I 
should again like to suggest to the in- 
coming officers the possibility of securing 
a sum of money from some appropriate 
fund with the idea of appointing a full- 
time worker to Washington, where, with 
funds for clerical help and processing, he 
could methodically and thoroughly go 
through material which would await 
him. 

Finally, I should again like to suggest 
to the new officers the possibility of 
finding funds with which to establish 
scholarships for members of this Asso- 
ciation which would permit them to 
take off either a summer or an entire 
year and spend it in Washington work- 
ing on a thesis or monograph. The 
simplest suggestion would be a stipend 
large enough to enable an instructor to 
spend the summer in Washington, meet- 
ing the governmental experts in the 


field in which he expects to write, collect- 
ing such information as is already avail- 
able, and thus laying the ground work 
for the actual writing of his material 
upon his return to his regular duties. 
A more elaborate program might include 
one or more scholarships which would 
permit the recipient’s presence in Wash- 
ington throughout the entire year, where 
he could become attached to an appro- 
priate bureau, probably have office 
space, the use of other facilities, and 
have contacts readily available. 

I bring up these five possibilities as a 
part of this paper not because all of them 
can be carried out immediately but be- 
cause each one is a suggestion in the 
direction of developing sounder research 
work in the marketing field. We are all 
aware now that we have a mass of 
descriptive and statistical information 
concerning marketing. Most of us 
equally appreciate the fact, however, 
that we still lack facilities for analyzing 
and interpreting these data. We sorely 
need a long series of monographs, each 
one of which would represent an in- 
tensive study of a highly specialized 
subject. Such investigation, however, 
should be begun from a very broad point of 
view, and if I have not emphasized in the 
above list of thesis topics anything other 
than this one point, the preparation of 
this paper has more than justified itself. 
That point is that research, like teach- 
ing, in the field of marketing today 
should include other areas of learning, 
such as economics, psychology, labor 
problems, political science, and taxation. 
Only with this broader basis will it be 
possible to produce theses and mono- 
graphs which will at the same time have 
a practical bearing upon current prob- 
lems and advance our knowledge in the 


field. 











RECENT PRICE LEGISLATION AND 
ECONOMIC THEORY 


LOUIS BADER 


New York University 


Eprror’s Norte: Legislation affecting marketing has been 
undertaken so freely that we do not always realize com- 
pletely its effect. The present article calls sharply to atten- 
tion some of the inconsistencies between recent legislation 
and accepted or conventional economic theory. 

Professor Bader’s article raises some points which are 
admittedly controversial. It may perhaps be questioned, 
for example, whether perfect competition is always a valid 
criteria against which to evaluate the phenomena of im- 
perfect competition. This procedure may over-simplify the 
problem and when it is used, the interpretation must be 
carefully drawn. Or again, it is not certain that the owners 
of large enterprises always got there even in part by re- 
Stricting competition. Moreover, there might be some sense 
to price legislation even if it did not raise prices or at least 
if it raised only the occasional extremely cut price. In any 
case, this is a thought-provoking article. 


or other somewhat similar collective 
action figuratively may be as old as the 
hills and as often as it has been tried it 
has, in the long run, and without at least 
production control, failed of its ob- 
jective. 

A phenomenon calling for considerable 
attention by manufacturers, dealers and 
consumers is the recent price legislation, 
as represented by the Robinson-Patman 
Act, made law by the President’s signa- 
ture June 19, 1936, designed to eliminate 
unjustifiable price discrimination be- 
tween producers and dealers, and the 
Miller-Tydings Act made law on August 
17, 1937 and the 42 or more state fair 
trade laws designed to legalize resale 
price agreements. It represents a de- 


1 In this connection see the standard works in the field 
of economic history such as Sir William Ashley, 4n 
Introduction to English Economic History and Theory, 
or Eli F. Heckscher, Mercantilism, for experiences in 
the Middle Ages. Also the pamphlet Adventures in Price 
Fixing by Jules Backman for a summary of government 
attempts in recent times. And finally for that myriad 
of price policies resorted to by business men with and 
without government assistance, see Walton Hamilton 
and others in Price and Price Policies. 
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parture from generally accepted prac- 
tices which would appear to be fraught 
with momentous consequences to our 
form of economy. Our mass of people 
has been going along, at least until very 
recently, in the belief that we live in a 
capitalist economy operating under con- 
ditions of perfect competition,” and that, 
as a result, the largest possible quantities 
of goods are produced; that they are 
sold at reasonably low prices; and that 
those who participate in producing and 
marketing them receive a compensation 
that roughly approximates the value of 
each one’s: contribution: that is, they 
believe we live in a world where the 
economic system moves automatically 
in the direction it should take. They ob- 
serve that from time to time rough spots 
appear, a little more friction results, and 
legislation like the above comes along 
designed apparently to smooth the 

2 There are two terms much in the public mind today 
and used synonymously, thus causing confusion. The 
one is free competition and the other its frequent and 
mistakenly accepted counterpart—perfect competition. 
By free competition is meant the freedom to engage in 
economic activities as one desires and is able. This is 
characteristic of our economy in the U.S. By perfect 
competition we mean that rivalry among many people 
to acquire or dispose of goods at the best prices to them- 
selves in voluntary exchange with others under condi- 
tions where each party knows as much about supply 
and demand and each one is about as able as the other to 
carry on bargaining. Under such conditions prices are 
beyond the control of the individual buyer or seller. 
Such conditions are thought not to be generally char- 
acteristic of our economy in the U.S. by many econo- 
mists. Every divergence from perfect competition gives 
us a condition of imperfect competition and this is 
characteristic of our economy. See page 168. It should 
be noted in connection with the perfect market that the 
general assumption has been that costs are dependent 
upon market price while under imperfect conditions it 
would seem that at all times prices are, in whole or in 
part, derived from costs. 
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roughness and presently everything is 
again supposed to be all right. That be- 
lief has undoubtedly helped to maintain 
social order. Our economy is consider- 
ably disturbed today. Part is undoubt- 
edly due to dissolution of belief in that 
perfect economic order suggested above. 
At the present rate of education the end 
of the next presidential campaign may 
see more widespread doubt because of 
general acceptance of imperfect com- 
petition as characteristic of our econ- 
omy.’ 

The question now arises, what were 
the rough spots that led to the above 
price legislation? Were they rough 
enough to warrant legalizing a departure 
from the rules of the game in effect in 
merchandising and setting in motion 
actions which might well end in either 
the elimination of some of the most sig- 
nificant movements toward improved 
efficiency in marketing or in leading the 
way to a demand for a closely regulated 
economy? 

There was really only one rough spot 
consisting of many excresences, and that 
was the competition of the large dis- 
tributor with the small retailer. From 
our beginnings until, roughly, the 1890’s, 

3 See as examples, to say nothing of radical publica- 
tions, “An Inquiry into the Monopoly Issue”’ with its 
special plea for education of the public, by Thurman 
Arnold, Magazine Section, New York Times (August 21, 
1938); ‘““What is Monopoly,” by Saul Nelson, Harpers 
Magazine (June, 1938), and the New York World Tele- 
gram (May 19, 1938)—7th Sports Issue. On p. 22. 
Raymond Clapper, a popular columnist, discourses on 
the “Curious Business Logic” in which he describes 
the imperfect competition characteristic of the Steel 
Industry and on p. 33 there is presented a defense of 
the steel industry by two of its outstanding tycoons, 
Messrs. Girdler and Weir. Mr. Weir’s suggestion that 
the Steel Industry explain its activities to the public is 
to be encouraged, because others are doing it for them 
much to the detriment of business generally. Despite 
the profound need of business men to grasp the implica- 
tions of imperfect competition, publicly few give indica- 
tions of awareness of its implications. See author’s at- 
tempt to state a few of then in his article, “Imperfect 


Competition and Its Implications,” The American 
Marketing Journal (July, 1935). 


our retail business was carried on by 
small enterprisers. It was believed that 
lack of machinery and well established 
consumer buying habits would permit 
retailing to remain the backbone activ- 
ity of our middle class for many years. 
While the department store, mail-order 
house, and chains were established, in 
outline at least, with the development 
of certain management inventions, they 
became, after 1890, the most significant 
aspects of retailing. In fact, some stu- 
dents of the subject are inclined to the 
opinion that the chain store was up to 
the present the most important contri- 
bution to efficiency in marketing made 
anywhere and is now being succeeded in 
that title by the so-called “‘super- 
markets.’” 

The prestige which accompanied their 
growth and their efficiency and which 
showed itself in their low prices enabled 
them to make heavy inroads into the 
business of the independent retailer. 
Today these three types of stores secure 
over 30% of the total retail business 
despite the fact that they number less 
than 10% of all retail establishments in 
operation.’ More than that, their com- 
petition obliged the independent retailer 
to become more efficient and to quote 
lower prices if he were to stay in busi- 
ness. In many cases the small inde- 
pendent retailer, because of inability to 


‘A recent estimate of the Institute of Food Dis- 
tribution places the business of such markets for 1937 at 
$1 ,000,000,000. 

5 Census of Business: 1935, Retail Distribution, Vol. 
IV, p. 13. 

6 See standard works on marketing as Converse, Ele- 
ments of Marketing, Rev. Ed. and speech of P. S. Willis, 
President, Associated Grocery Manufacturers of Amer- 
ica, Inc., reported in the New York World-Telegram, 
May 10, 1938, as given at the Annual Convention of the 
United States Wholesale Grocers Assn., Inc., in which 
he is quoted as saying “Distribution costs in the grocery 
business have been brought down 15 to 20 per cent in 
the last 10 or 15 years, largely through efficiency. This 
has resulted in lower prices to consumers because of 
severe competition.” 
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become sufficiently efficient, cannot stay 
in business longer than the dissipation 
of his capital. In some lines and in some 
localities the retailer turnover is more 
than 50% annually.’ The closed store 
means lost savings. Hundreds of thou- 
sands are seriously affected economi- 
cally and unable longer to help them- 
selves, they cry out for aid and turn to 
the government for favorable legislation. 
In turning to government for aid they 
received sympathetic consideration in 
the form of the acts mentioned above. 
The case, with considerable merit, was 
made out along these lines: To secure 
passage of the Robinson-Patman Act it 
was pointed out that the large dis- 
tributors were in effect monopolists and 
that they exercised monopoly powers to 
the detriment of manufacturers and 
small independent retailers. The large 
retailers, chains especially, bought at 
low prices receiving discounts thought 
to be all out of proportion to the savings 
effected in selling them.*® In addition, 
the pressure they exerted secured for 
them special allowances, brokerage fees 
and various store aids such as signs, 
demonstrations and clerk-training assist- 
ance never granted in the same measure 
to small dealers. Where the combined 
discounts and allowance were not as 
large as cost studies indicated they could 
be the large retailers embarked upon 
manufacturing and thus assured them- 
selves of lowest possible prices. The case 
made out usually stresses price ad- 
vantages and rarely the greater efh- 
ciency otherwise of these distributors. 
To the extent that these practices 
interfered with perfect competition in 


7 Paul D. Converse, Elements of Marketing, Rev. Ed., 
Pp. 721-728. 

8 The savings, however, may be substantial and the 
application of cost accounting to selling may demon- 
strate this effectively as is indicated by John F. Thomas 
and Donald R. G. Cowan in their articles in THE JOURNAL 
OF MARKETING, July, 1938. 


the market, those practicing them had 
an advantage over the others. The ad- 
vantage, while not sufficient to give the 
large retailers complete control of the 
market, was sufficient to enable them to 
develop large profitable enterprises. It 
meant, for many small retailers and 
manufacturers, either elimination or a 
profitless enterprise. There are many 
people who believe it is to the best in- 
terests of the country that we have a 
large middle class of independent people 
whose independence grows out of the 
fact that economically they are free from 
domination by the “‘boss”’ because they 
themselves are “bosses” of an enterprise. 
Without such a group it is doubtful the 
perfect competition of the classical 
economists could ever be attained. Those 
who believe that, would sacrifice some 
measure of efficiency, if necessary, for 
the greater measure of freedom, and the 
way of life that goes with ownership of 
enterprise. 

During the past ten years economic 
theorists have been pointing out with 
increasing frequency that monopolistic 
conditions are generally so prevalent 
that imperfect competition is now the 
rule. The conception of monopoly has 
changed from unified control, with a few 
exceptions, to the concept that nearly 
every manufacturer and dealer is a 
monopolist because of one factor or 
another which enables him to exert the 
pressure of one in control.!° In that case 

*See Loyle Morrison in Economic Foundations of 
Business, Walter E. Spahr., Ed., Frank A. Fetter, The 
Masquerade of Monopoly, Edward H. Chamberlin, The 
Theory of Monopolistic Competition, Joan Robinson, 
The Economics of Imperfect Competition, A. R. Burns, 
The Decline of Competition. 

10 A comprehensive statement of these theorists in 
this respect is that quoted by L. M. Fraser, in his book 
Economic Thought and Language, pp. 128-131, about to 
become famous as the “cigarette illustration.” The 
reason for the preceding statement is that Professor 
Fraser points out the crux of classical theory respecting 


monopoly is the existence of commodity units within 
commodity classes “completely substitutable for one 
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prices, low as they are, may be higher 
than would be the case if perfect com- 
petition prevailed in every part of our 
economy, for under such conditions only 
the most efficient are expected to exist 
and profits tend to disappear. 

The case made out for price mainte- 
nance legislation was somewhat as fol- 
lows: Since the owners of large enter- 
prises got there, in part, by restricting 
competition in one way or another, so 
too the small independents and their 
allies must resort to restrictions on per- 
fect competition among themselves, and 
others, if possible. Since their resort had 
to be, in large measure, to horizontal 
agreements, and since these may be in 
violation of anti-trust statutes, it was 
necessary to appeal to government for 
enabling legislation that would legalize 
agreements which would have the effects 
which might have been secured with 
danger otherwise. Since such agreements 
would have led to or been treated as a 
form of monopoly, and therefore subject 
to attack by government, the present 
legislation forestalls attack and secures 





another.” Consequently, in a competitive market each 
has the same exchange value. Fraser, however, points 
out it is now recognized in some quarters that even in 
the case of cigarettes, supposedly a commodity class, 
units completely substitutable for one another, there is 
great variety and each variety becomes a commodity 
class, or at least a commodity subclass. Therefore, they 
are not completely substitutable, and may not have 
the same exchange value. Joan Robinson raises some- 
what similar ideas with respect to ordinary retail out- 
lets, borne out, in part, by the fact that recent studies 
disclose convenience as an important reason for con- 
sumer patronage of comparatively inefficient retail 
stores. If the above observations are correct, they knock 
the props completely from under the arguments for 
price maintenance. However, the effectiveness of this 
control may be more apparent than real as is suggested 
by the large number of concerns that go out of business 
each year, the inability to determine whether the net 
return on all capital is negative or positive at any time 
and the small incomes of many families which preclude 
paying any but very low prices. In this connection see 
my article in the Yournal of the American Statistical 
Association, September, 1933, ““The American Family 
Income and Prosperity.” 


the same end by slightly different meth- 
ods, but so far as the end is concerned, 
the result is monopoly. Small business 
men have now apparently also learned 
how to make effective use of government 
in their interests. The case from the 
point of view of the producer of branded, 
nationally advertised products is slightly 
different but closely connected with the 
price-cutting loss-leader selling so dis- 
tressful to the small merchant. The re- 
cent legislation, however, seemingly was 
lobbied for by the small dealer, the 
grocers and druggists particularly." 
This movement toward price legisla- 
tion combined with the development of 
large scale enterprise may presently pre- 
sent us with accomplished monopoly in 
the wholesale and retail distribution 
fields. All those participating may then 
expect opposition from organized groups 
of consumers.” This opposition may call 


1! See articles by Frank Stockbridge in Today, the 
November 7, 14 and 21, 1936 issues of that weekly 
magazine, which describe the lobbying incident to pas- 
sage of Robinson-Patman Act. And Fair Trade Victory 
Issue, National Association Retail Druggists Journal, 
August 26, 1937, wherein amost full credit is claimed 
for passage of Tydings-Miller Enabling Act, and note 
congratulations showered upon this organization for 
its victory by manufacturers advertising in its pages. 
This is not to say manufacturers are not interested, but 
rather they kept in the background for reasons of strat- 
egy. 

12 See Louis Bader and J. P. Wernette, “Consumer 
Movements and Business,” July, 1938 issue of THE 
JOURNAL OF MARKETING. Also report of protest of house- 
wives and labor groups to heavy taxes on self-service 
chain food-markets in New Jersey in New York Times, 
May 8, 1938, Section 1, p. 32. The protest was ineffec- 
tive. Meanwhile Atlantic City and Ventnor, N.]J. 
adopted $5,000 taxes on super-markets. Consumer 
opposition may not have been articulate enough, 
whereas small dealers, wholesalers and most real estate 
owners oppose strenuously because of the threat to their 
interests. Since several super-markets in one town may 
seriously damage tax ratables, governing bodies may of 
necessity favor small dealers. The important effects the 
consumer may, as a pressure force, have on business 
men, can be seen from the passage this year of the 
Wheeler-Lea and the Food, Drug and Cosmetic Acts. 
Note the 23 rules for guidance in the cautionary list 
of the Toilet Goods Association (quoted in the New York 
Herald Tribune, August 3, 1938). These deal only with 
advertising by producers and sellers of cosmetics. The 
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for greater regulation and control by 
government on much the same grounds 
that business men advance for govern- 
ment aid. The just price cannot be 
arrived at by a decision from only those 
on the supply side of the market with- 
out, in time, substantial protest from 
those on the demand side. Once control 
and regulation get started they roll along 
like the proverbial snow-ball. Another 
generation may then see control and 
regulation of trade as minute as that of 
the medieval and mercantile periods of 
history. But not quite the same because 
of other experiences since then. Our 
economy may have changed from a 
democratic one to the dictatorship now 
so familiar to Europeans. The irony of 
the situation will be that business men 
themselves invited the end by invoking 
the means. A capitalistic economy in the 
best sense of the term can survive, the 
economists believe, only if conditions of 
perfect competition are continually 
striven for. Continued and extended in- 
terference with perfect competition must 
necessarily spell the doom of the econ- 
omy predicated on it. A good case can 
be made for the small distributor who is 
engaged in the age-old fight to destroy 
monopoly, but this time his tactic is to 
try to win by creating more monopoly 
rather than by becoming more efficient.". 
Either he is not conscious of or wilfully’ 
refuses to see that the end result of his 
tactic is more monopoly. A leading 
spokesman for fair-trade acts has re- 





acts have other effects also. Add the price legislation 
and the Securities Exchange Act and all that is now 
needed is the proposed Federal Incorporation Act and 
the food, drug and cosmetic industries will be under 
almost complete control of the Federal government. 

13 It is possible the dealer has no choice in the matter 
and because of the machine we must come to something 
other than competition to maintain economic order. 
See C. A. Ayres, The Problem of Economic Order, 
Chapter IV, “The Twilight of Competition.” S. H. 
Slichter, Towards Stability, Burns, Op. cit. Ware and 
Means, The Modern Economy in Action. 


cently said that these acts are designed 
to prevent retailers from “starving” and 
this is done through these acts by making 
it possible for them to make a profit. He 
also quotes figures to show that most 
prices have been reduced under fair- 
trade contracts “which aim to bring 
prices down to a competitive and equi- 
table basis for the consumer.’* Unless 
the words mean something else to their 
author he in effect says: to have com- 
petition one must have retail prices fixed 
by the manufacturer. He had, because 
of the enabling legislation, fixed the pre- 
viously low prices high enough to enable 
dealers to make a profit, but the prices 
have been reduced to a competitive and 
equitable basis (by the manufacturer) 
for the consumer. This will restore com- 
petition by eliminating it in the field 
where it still existed, and monopoly is 
eliminated.” Such reasoning is puzzling, 
to say the least. In addition, the claims 
of reduced prices are challenged, not 
only by spokesmen for R. H. Macy & 
Co., Inc.,!* damaging as their figures are, 
but by other evidence: Grether pointed 
out the difference between retail drug 
prices in 1933 and the minimum con- 


4 Mr. D. R. Keim, Vice President, E. R. Squibb & 


- Sons, in New York Times, March 23, 1938, p. 40. 


45 In proposing and supporting these laws business 
men do not seem to be aware of their implications. The 
price laws here discussed can be made to cover nearly all 
merchandise produced and sold. When fully, if ever, 
developed we shall have a nearly complete system of 
“‘administered” or prices based on costs. Since the core 
of conventional economics is from market prices to costs 
a system of administered prices may lead to profound 
changes in the statement of the economic principles to 
which business men are so prone to appeal. Business 
men might be well advised to support a comprehensive 
scientific study, chips falling where they may, of where 
these changes may lead. Policy, based on such analysis, 
is already being suggested. See Burns, Op. cit., Meade 
and Hitch, Economic Analysis and Policy, and Alvin H. 
Hansen, Full Recovery or Stagnation. Particularly com- 
pare some of the National Administration’s activities 
with policy suggestions of Meade and Hitch. 

16 See speech by Q. Forrest Walker, economist, R. H. 
Macy & Co., Inc. at luncheon meeting of Sales Execu- 
tive Club of New York, April 12, 1938. 
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tractual prices in 1934 when effective re- 
sale price control went into effect in 
California, a difference in some cases of 
25%;!7 the reported agitation among 
drug and liquor retailers to force manu- 
facturers to name prices guaranteeing 
them margins of 40 to 50%;!8 D. Emil 
Klein, Inc., are reported to have with- 
drawn their fair trade contracts on 
Haddon Hall cigars because the brand 
was placed “‘at a decided disadvantage 
due to price increases to the con- 
sumer... ;2* because of the need to 
meet the competition of super-markets 
in the grocery field the severest price 
war in the history of that industry re- 
cently broke out, which has led to a con- 
sideration of the introduction of fair- 
trade contracts in those markets where 
prices are lowest,?° and finally price 
maintenance has collapsed in the radio 
industry where the attempt to maintain 
prices and a large per unit profit in the 
face of large stocks of goods to be dis- 
posed of proved futile as well might have 
been anticipated. The enforcement of 
the act failed so utterly that in a case 
before the New York State Supreme 
Court Mr. Justice Patterson denied even 
a temporary injunction to prevent sell- 
ing at cut prices. There would be no 


17 E. T. Grether, “Fair Trade Legislation Restricting 
Price-Cutting” (THE JOURNAL OF MARKETING, Vol. I, 
No. 4). 

18 Robert E. Freer, “Fair Trade in Operation” 
(THE JOURNAL OF MARKETING, Vol. II, No. 4). 

19 New York Times, April 29, 1938. 

20 New York Times, March 23, 1938. 

*t New York Times, April 20, 1938. This breakdown 
may be followed by others if the announced buying 
programs of large retail outlets are followed by sales 
similar to those of New York department stores. See 
New York Times and other papers for the weeks of 
May 8 and 15, 1938. The liquor industry has had almost 
as chaotic a situation as is indicated by the various price 
wars in Metropolitan New York during the past year. 
This culminated in the action of the Schenley Products 
Company in vacating the injunctions it had secured 
against 37 retail firms for violating the Feld Crawford 
Act by cutting prices on Schenley products. Schenley 
cancelled some of its contracts but announced new con- 
tracts would be drawn apparently to be more flexible 


sense to these acts if they did not raise 
prices. The acts are designed to protect 
the vested interest of those concerned 
and the claims of “fair trade” would 
seem to be camouflage. H. L. Brooks, 
president of the Toilet Goods Associa- 
tion, unabashedly but correctly, from 
their point of view, said recently “retail 
pharmacists are entitled to an equal 
measure of protection of their earnings 
as workers get through unions, manu- 
facturers obtain through the tariff, and 
farmers through agricultural benefits.’ 
It is a logical position, since in modern 
times, at least, business has always been 
interested in developing and defending 
a vested interest position.” This legis- 
lation carries defense of vested interests 
to the last of the disadvantaged groups. 
It may be “right’”’ for them to protect 
their interests in that way but it may 
eventually be at the cost of the liberty 
to conduct business as each wishes. 
Then, too, when the vested position of 
each one is protected we are in effect 
existing by taking in each other’s wash- 
ing, and competition to offer the least 
may then become the general practice. 

The Robinson-Patman Act, nearly 
two years in operation, has not appar- 
ently affected the sales volume of the 
large integrated stores.** This could have 
been anticipated as Professor Charles F. 
Phillips’ analysis of the Federal Trade 
Commission’s study of Chain Stores 
indicates.» It shows that chain store 





on prices (quoted in New York Herald Tribune, August 
4, 1938). Meanwhile other retailers are reported to be 
planning to sue the Schenley Products Company for 
alleged failure to enforce the Feld Crawford Act (re- 
ported in New York Times, August 9, 1938). 

22 New York Times, April 28, 1938, p. 28. 

*3 Perhaps we should not say modern. It appears to 
have been characteristic of the later Middle Ages. See 
Wheeler’s Treatise of Commerce as edited and introduced 
by G. B. Hotchkiss, especially the Introduction. 

*4 See E. O. Shaller, “Retail Trade in 1937” (Yournal 
of Retailing, April, 1938). 

% See THE JOURNAL OF MARKETING (Vol. II, No. 3, 
Pp. 190 ff.). 
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lower prices due to extra discounts are 
only a fraction of the savings effected by 
lower costs of doing business. Taxes and 
depression may have affected their busi- 
nesses, but reports of sales indicate they 
continue to hold their own relative to 
total retail sales; and Grether reports 
the same for Great Britain, where price 
maintenance has been in effect for some 
time. 

The retail dealers may be excused if 
they say “God, save us from our 
friends,” because if monopolization is 
the solution for the small retailer and by 
implication all others he should not be 
surprised if society in turn, through its 
organized government, undertakes to 
interfere, resorting to more regulation 
and finally full control. The danger then, 
it would seem, is that the last vestiges 
of perfect competition can be expected 
to disappear and democracy with it. 

The solution of the problem for the 
small retailer, if our present economic 
organization is best, would be greater 
efficiency on his part,” more efforts to 
change imperfect to perfect competition, 
and only that control by government as 
is necessary to seek out, reduce or eradi- 
cate those activities which interfere with 
producing large quantities of goods at 
low prices,”* that is, the small retailer 
might very logically be a zealous ad- 
vocate of strict enforcement of and im- 
provement of anti-trust laws in the field of 
distribution—a sort of watch-dog to 
safeguard embattled competition! Ac- 
tion as united and as determined along 


26 See E. T. Grether in Journal of Retailing (Vol. IX, 
No. 4). See also his Resale Price Maintenance in Great 
Britain, particularly for price maintenance as a factor 
leading to “monopolistic trusts and combinations.” 

27 See articles by Brightman, Edwards, Bader, Kohn 
and Wingate, Fournal of Retailing (April, 1938), and 
Retailer Cooperatives, How to Run Them, by Hector 
Lazo. 

28 Some of the action that needs to be taken is implied 
in the recent study Price and Price Policies by Walton 
Hamilton and others. 


such lines as along those pursued might, 
in the long run, bring more satisfactory 
returns. 
CoNncCLUSION 

The analysis here presented would 
suggest that the price legislation, with 
which it deals, tends to make business 
competition more imperfect than it was 
and if the acts are successful the most 
important field where a semblance of 
perfect competition prevailed will dis- 
appear. This will lead to further inter- 
ference by government in economic 
activities and consumer movements may 
conceivabiy push government into such 
control of business that we shall have a 
new economic order. Evidence indicates 
that such price movements are rarely 
successful, but the temper and attitudes 
of masses of our people are such that in 
the short run, at least, they may be 
successful for a considerable number of 
dealers. However, the small independent 
retailer may have unwittingly bargained 
his birthright for a mess of pottage inas- 
much as the legislation may not bring 
him the profits proponent of the act im- 
plied. Society must definitely be worse 
off because the acts are designed to per- 
petuate scarcity and high prices rather 
than to encourage greater efficiency, 
more goods, and lower prices. A monop- 
oly position for one concern may be 
profitable but when a whole economy 
becomes monopolized havoc may result 
and be the cause of wider government 
controls than are desirable.” 


2° The discussion in this paper should be considered 
in connection with the recent study of E. G. Nourse 
and H. B. Drury, /ndustrial Price Policies and Economic 
Progress. These authors and other economists point 
out that large scale operations have made for eff- 
ciency and may also offer wholesome competition. To 
return to an atomistic economy would probably be 
costly and may result in a lower standard of living. To 
this author, retail business may, however, be atomistic 
for a long time because people want convenience. In 
any case the less atomistic business becomes the greater, 
in all probability, will the pressure become for govern- 
ment regulation and control. 
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RECENT DEVELOPMENTS UNDER A 
GROUP OF CALIFORNIA MARKET 
CONTROL ACTS 


Epiror’s Nore: The editors believe that the following 
objective report on developments under market control in 
California is a real contribution by the San Francisco 
chapter of the American Marketing Association. Experi- 
ence with current marketing legislation and control should 
be carefully scrutinized by all of us, and it is to be hoped 
that the JOURNAL can continue from time to time to report 
such experience. 


HE San Francisco Chapter of the 
American Marketing Association 
has had a series of sessions at which the 
several market control acts were con- 
sidered. Out of these discussions came 
the suggestion that it might be of value 
to consider more fully the whole prob- 
lem of price controls. To look into such 
possibilities a committee was appointed 
to consider various possible procedures. 
The committee* recommended that at 


the end of the year a symposium be pre- 
pared for submission to the Editor of the 
JOURNAL OF MARKETING, setting forth 
the year’s developments and current 
status of the several control acts. 

The committee felt that these acts are 
largely experimental and that the most 
useful thing the committee and the 
Chapter might now do would be to 
arrange for such progress reports. It was 
felt that marketing men in other states 
would be particularly interested in brief 
statements by qualified men concerning 
developments in the several fields. 

The four brief articles which follow 
were prepared by men who have been 
intimately in touch with the field on 
which they write. 


THE CALIFORNIA FAIR TRADE ACT AND THE 
CALIFORNIA UNFAIR PRACTICES ACT 


LORENZO ALVA McHENRY 
Chico State College 


With the passage of the California 
Unfair Practices Act in 1935, many of 
the trade associations were of the opin- 
ion that they had now obtained the 
necessary tool to curb destructive price 
competition. In particular the act was of 
paramount importance to the California 
grocery trade since this trade has had 
only a meager number of items placed 
under protection of the California Fair 


* The committee consisted of: David E. Faville, 
Stanford University; Harold David, Lord and Thomas; 
E. T. Grether, University of California; L.A. McHenry, 
Chico State College; H. E. Erdman, Chairman, Uni- 
versity of California. 


Trade Act.' Experience of the past three 
years, however, has demonstrated con- 
siderable difficulty in enforcement. 
During 1936 and 1937 a number of 
decisive convictions were obtained in 
various areas of the state against price 
cutters. Several cases, however, were 
lost mainly because of insufficient evi- 
dence. Furthermore, the voluntary con- 


1 For a detailed account of California’s recent experi- 
ence in resale price maintenance, see: E. T. Grether, 
Fair Trade Legislation Restricting Price Cutting, your- 
NAL OF MARKETING, October 1937. p. 121-28; Lorenzo 
A. McHenry, Price Stabilization Attempts in the Grocery 
Trade in California, JOURNAL OF MARKETING, October 
1937, Pp. 121-28. 
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tributions upon which the enforcement 
bureaus established by the state and 
local grocers’ associations have had to 
depend have provided inadequate funds 
for the necessary checking, policing, and 
prosecution of violations. 

In July, 1938, the California Supreme 
Court rendered its opinion jointly on 
two appealed cases, sustaining the con- 
stitutionality of the 1935 California Un- 
fair Practices Act. The superior court 
had upheld the statute in the case The 
Wholesale Tobacco Dealers’ Bureau of 
Southern California v. National Candy 
and Tobacco Company.2 The defendant 
openly admitted selling at less than in- 
voice or replacement cost, discriminat- 
ing as to price between customers, and 
giving discounts to certain customers 
not extended to all. The sole question 
concerned the constitutionality of the 
1935 law. The appellate court affirmed 
the judgment. In the second case, Balzer 
v. Caler,* Judge Clarence Kincaid ruled 
in favor of Caler declaring the act uncon- 
stitutional. The appellate division of the 
superior court in December 1937 upheld 
Judge Kincaid’s ruling.‘ 

During the seven-month period which 
intervened between the unfavorable ap- 
pellate court decision in the Balzer v. 
Caler case and the supreme court ver- 
dict ruling the California act constitu- 
tional, retail price conditions were 
thrown into considerable confusion. In 
the San Francisco area after an attempt 


2 The Wholesale Tobacco Dealers’ Bureau of Southern 
California v. National Candy and Tobacco Company, 
L.A. 15836. 

3 Balzer v. Caler, L.A. 15859. 

4 It should also be mentioned that the California Un- 
fair Practices Act was upheld as constitutional by the 
appellate department of the superior court of Los 
Angeles County in People v. Kahn, 19 Cal. App. (2nd) 
(Supp.) 758, 60 Pac. (2nd) 596. Also the Supreme Court 
of Tennessee upheld the constitutionality of the Ten- 
nessee Unfair Sales Act which is similar to the California 
Unfair Practices Act. See: Rust v. Griggs (Tenn.), 113 
S.W. (2nd) 733. 


to curb loss leader selling the Food 
Trades Institute of San Francisco and 
The Food Industry Bureau of Alameda 
and Contra Costa Counties enforcement 
bureaus discontinued prosecution of 
violators. It was claimed that until the 
Supreme Court rendered its decision 
little could be accomplished toward price 
stabilization.’ In the Los Angeles area 
the Southern California Food and Gro- 
cery Bureau consistently filed new suits 
against price cutters. As a result no 
consistent breakdowns occurred in this 
area. Since the rendering of the Supreme 
Court’s decision, retail price conditions 
have become much better stabilized in 
the San Francisco Area. 

The Supreme Court’s ruling applies to 
the 1935 act. In 1937 the California Un- 
fair Practices Act was amended to pro- 
vide that in any action brought under 
the act, the selling of any article below 
cost, together with proof of the injurious 
effect of such act “shall be presumptive 
evidence of the purpose or intent to 
injure competitors or destroy competi- 
tion.”’ Under the 1935 law there was con- 
siderable difficulty in proving that the 
violator had sold below cost with the 
intent to injure his competitors or to de- 
stroy competition. During 1937 in Oak- 
land the loss of an important case (The 
Sixth Street Market Case) did more to 
break down the price structure in that 
area than any other factor.’ This case 
has never been appealed by the enforce- 
ment bureau. 


5 The California Retail Grocers’ Association and the 
enforcement bureaus repeatedly warned local grocers 
that the adverse decision did not invalidate the Unfair 
Practices Act and that prosecutions would continue 
against violators. 

6 For example the Southern California Food and Gro- 
cery Bureau filed three cases in April, four cases in May 
and one case in June against violators of the act. See: 
The Commercial Bulletin, April 29, p. 3; May 6, p. 7; 
June 3, p. 3; June 10, p. 7. 

7 For further discussion of this and other cases see: 
McHenry, Op. cit. 

















CALIFORNIA MILK CONTROL LEGISLATION 
J. M. TINLEY 


University of California 


During the 1937 session of the Cali- 
fornia Legislature several acts were 
passed providing for the determination 
and enforcement of prices of market 
milk. These acts were incorporated in 
Chapter 10, Division IV, of the Agri- 
cultural Code of California. The two 
most important of these acts were the 
Young Act dealing with minimum prices 
to be paid to producers for market milk 
and the Desmond Act dealing with mini- 
mum wholesale and retail prices. The 
administration of all these acts was en- 
trusted to the Director of the State 
Department of Agriculture. 

The original Young Act was passed 
in 1935 and its provisions were applied 
to seven marketing areas in the state. 
Late in 1936 an adverse decision in the 
Superior Court of San Francisco raised 
considerable doubts as to the constitu- 
tionality of the original law. As the 
Legislature was to meet early in 1937, 
it was decided by dairymen and others 
in favor of the legislation to try and get 
an amended act passed. This was done 
early in 1937, the amended act being 
passed with an urgency clause, which 
permitted its administration immedi- 
ately after it was signed by the Gover- 
nor. By the end of June 1937, twelve 
marketing areas including most of the 
larger cities of the state had been es- 
tablished. 

The amended Young Act is similar to 
acts in many other states providing for 
the determination and enforcement of 
producers’ prices. These are to be based 
upon the economic relation between 
prices of market milk and prices of 
manufacturing milk in the various 
marketing areas. The Director of Agri- 


culture may appoint local milk control 
boards of 7 members in the various 
marketing areas to advise and assist 
him in administration of the marketing 
plans. All distributors in the established 
areas have to be licensed. Producers pay 
a fee of 2 mills a pound of milk fat for ad- 
ministrative purposes. Marketing areas 
and plans are set up after appropriate 
hearing and only if 65 % of the producers 
in an area are in favor. 

After considerable debate and much 
opposition the Desmond Act was passed 
late in the 1937 session of the California 
Legislature and went into effect on 
August 27, 1937. This act extended the 
power of the Director of Agriculture to 
determine and establish minimum 
wholesale and retail prices as soon as 
possible in existing marketing areas and 
to put both producer and resale prices 
into effect in new areas. Five new 
marketing areas have since been estab- 
lished, although marketing plans have 
as yet not been provided for. 

The Desmond Act contains certain 
unique provisions governing the estab- 
lishment of resale prices. These can only 
be established after hearings, audits, and 
surveys of costs of distribution have been 
made in the various areas. The law pro- 
vides that the audits and surveys have 
to be made by an impartial authority. 
The law furthermore provides that the 
minimum wholesale and retail prices 
can be established in any marketing 
area only after the Director of Agricul- 
ture has determined in writing that such 
prices will (1) cover all reasonable costs, 
including a reasonable return upon 
necessary investments of reasonably 
efficient distributors of various types 
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(including retail stores), and (2) protect 
the interests of consumers by not re- 
quiring them to pay a price higher than 
is necessary to maintain adequate and 
efficient distribution facilities. 

At the request of the Director of 
Agriculture the University of California 
agreed to undertake to make the im- 
partial audits and surveys in the various 
marketing areas for a period of two 
years until appropriate procedures had 
been developed. The expense involved 
in the employment of personnel, etc., 
was met out of a grant to the University 
of California from the State Depart- 
ment of Agriculture. 

Three elaborate groups of question- 
naires were prepared by the Division of 
Agricultural Economics, University of 
California with the assistance of officials 
of the State Department of Agriculture 
and accountants and plant managers 
of several representative distributors. 
Three hundred questionnaires were sent 
to processing distributors, 500 to pro- 
ducer distributors, and some 1,000 to 
retail stores in the various marketing 
areas. A staff of accountants and statis- 
ticians was trained to undertake the 
work of assisting distributors to com- 
plete the questionnaires and to make the 
subsequent detailed analysis of costs of 
producing milk in the various areas. 
Distributors as a general rule cooperated 
fully in supplying the requested informa- 
tion often at considerable expense to 
themselves. As soon as analyses are com- 
pleted for each marketing area a report 
is made to the Director of Agriculture, 
who bases his determinations on resale 
prices on these reports and such addi- 
tional information as he may have at 
his disposal. By the end of April 1938 
reports had been submitted by the Uni- 
versity to the Director of Agriculture on 
three markets, Los Angeles County, 
Alameda County, and Sacramento. Or- 


ders establishing resale prices had been 
issued by the Director of Agriculture in 
the three markets. Additional reports 
have since been submitted for seven 
additional markets. The Director of 
Agriculture, however, has hesitated to 
establish resale prices in additional 
markets, pending a decision on the con- 
trol legislation in the Superior Court 
of Los Angeles. 

The order establishing resale prices 
in the Los Angeles County marketing 
area went into effect on February 1, 
1938. Soon thereafter various groups ob- 
tained a temporary injunction against 
the enforcement of resale prices. Trial of 
the various cases began on March 22, 
1938 and continued until late in June. 
Judge Ballard, who tried the case, issued 
his findings on August I9, 1938. His 
decision upholds the right of the Legis- 
lature to enact milk control legislation 
of the type passed at the 1937 session of 
the California Legislature and to dele- 
gate administrative powers to a state- 
wide control agency. He upheld the 
constitutionality of the Desmond Act 
but declared parts of the Young Act un- 
constitutional. He also found that the 
procedures followed at the hearings were 
invalid in certain respects. He accord- 
ingly issued a permanent injunction 
against the Director in the cases before 
him. The decision of the Superior Court 
in Los Angeles applies only in that area. 
In all other areas the plans remain in 
effect. 

It is understood that the Department 
of Agriculture intends to appeal the de- 
cision of the Los Angeles Superior 
Court. It is also understood that certain 
groups in Los Angeles intend filing suit 
in the higher courts on the constitution- 
ality of the act only, leaving out of ques- 
tion matters of procedure. It is possible 
that the Young Act may be amended at 
the 1939 session of the California Legis- 
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lature. There still appears to be consider- 
able doubt as to the correct procedure at 
hearings. This can only be established 
after appeal to the higher courts. 

At the present time the future of milk 
control legislation is problematical. The 
value of such legislation to producers is 
clearly demonstrated by events in the 
Los Angeles market since the court de- 
cision was rendered. Resale prices have 
broken sharply and a fierce milk war is 
now in progress. If these conditions con- 


tinue, producers’ prices will be reduced 
to extremely low levels. 

Even if the legal problems can be 
cleared up, many difficult economic and 
administrative questions will still exist. 
These are concerned with the difficulty 
of relating changes in producer prices 
with changes in resale prices, the deter- 
mination of necessary investment and a 
reasonable return on same, cost alloca- 
tion procedures and the determination 
of what are necessary costs of operation. 


THE CALIFORNIA MARKETING ACT AND THE 
CALIFORNIA AGRICULTURAL PRODUCTS 
MARKETING ACT 


H. R. WELLMAN 
University of California 


During the 1937-38 crop marketing 
season, five fruit and vegetable market- 
ing control programs were operated un- 
der statutes administered by the Di- 
rector of the California State Depart- 
ment of Agriculture. These programs 
applied to canning asparagus, canning 
cling peaches, fresh Bartlett pears, wal- 
nuts, and oranges and grapefruit. The 
first three of the industries mentioned 
were under the California Marketing 
Act of 1937,' while the last two were 
under the California Agricultural Prod- 
ucts Marketing Act.? Both of these 
statutes were enacted in 1937. They re- 
placed somewhat similar acts passed in 
1935. The California Marketing Act of 
1937 superseded the California Market- 
ing Agreement Act of 1935, and the 
California Agricultural Products Mar- 
keting Act supplanted the California 
Agricultural Adjustment Act of 1935. 


1 Chapter 404 (1937) (S.B. 942) Approved June 15, 
1937. 

2 Chapter 910 (1937) (A.B. 1496) Approved July 1, 
1937- 


The California Agricultural Products 
Marketing Act is designed to regulate 
intrastate commerce in only those com- 
modities which are under the Federal 
Agricultural Marketing Agreement Act. 
On the other hand, marketing programs 
under the California Marketing Act of 
1937 have been employed in the main 
for commodities which were not regu- 
lated under either the Federal Agri- 
cultural Marketing Agreement Act or 
the California Agricultural Prorate Act. 
There have, however, been exceptions to 
this in the cases of fresh Bartlett pears 
and canning asparagus. In 1937-38 
interstate shipments of California fresh 
Bartlett pears were regulated under a 
federal marketing agreement and order. 
At the same time a state marketing 
order under the California Marketing 
Act of 1937 was in effect, which provided 
for regulation of intrastate shipments on 
the basis of grade and for a nation-wide 
advertising and trade promotion pro- 
gram. In 1938 limitation of the pack of 
canned asparagus was accomplished by 
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two methods, namely, strict grading and 
curtailment in the length of the canning 
period. The former was under the Cali- 
fornia Marketing Act of 1937 and the 
latter was under the California Agri- 
cultural Prorate Act. 

The marketing control programs for 
walnuts and oranges and grapefruit have 
been operated each year since their in- 
ception. Federal regulation was begun 
in the 1933-34 season, and this was 
accompanied by state regulation be- 
ginning in the 1935-36 season. Pro- 
grams on these crops under both the fed- 
eral and state statutes are still in effect. 

After two years (1934 and 1935) of 
operation under the Federal Agricultural 
Adjustment Act, programs on canning 
asparagus were transferred to the Cali- 
fornia Marketing Agreement Act of 1935 
and its successor, the California Market- 
ing Act of 1937.* This industry has now 
operated a control program for five con- 


3 As noted above, curtailment in the length of the 
canning period in 1938 was accomplished under the 
California Agricultural Prorate Act. 


secutive years. The type of control em- 
ployed has remained practically the 
same throughout the entire period. 

Canning cling peach growers and can- 
ners who have operated under control 
programs during six of the past eight 
years failed to agree in 1938 upon the 
volume to be packed. Consequently no 
program was put into effect this season. 
The programs in 1936 and 1937 pro- 
vided for the canning of only No. 1 cling 
peaches and for an industry advertising 
and trade promotion program. 

The marketing order for fresh Bartlett 
pears which became effective on July 8, 
1937, and which provides for grading for 
intrastate shipments and for an ad- 
vertising and trade promotion program 
is being continued this season. 

Recently the date industry and the 
wine industry have instituted proceed- 
ings for a marketing order under the 
California Marketing Act of 1937. Spon- 
sors of these programs are now engaged 
in securing the necessary assent of 
growers and handlers. 


THE CALIFORNIA PRORATE ACT 


E. A. STOKDYK, President 
Berkeley Bank for Cooperatives 


Programs Instituted—Since 1935, 
when the Prorate Act was extensively 
amended, a number of large California 
industries have sought the assistance of 
this law to handle surpluses. 

These include raisins, figs, prunes, and 
wine grapes. The raisin program, initi- 
ated in 1937, will not become operative 
until the 1938 crop moves to market; 
likewise, the wine grape prorate becomes 
effective in 1938. The prune prorate pro- 
gram, which operated in 1937 to divert 
sub-standard prunes from the ordinary 
channels of trade, was amended in 1938 


to include a portion of the standard 
tonnage. The fig program, which was in 
effect in 1937, is to include an advertis- 
ing program in 1938. A canning olive 
program also provides for advertising 
in 1938. 

The wine grape proration program, 
not yet under way, but approved by the 
Commission, was instituted through 


election, rather than by petition. Some 
g,000 growers voted approximately § to 
1 for it. This program proposes diversion 
to brandy manufacture of 45% of the 
tonnage of wine grapes delivered to 
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wineries. The brandy portion of the 
program is to be financed jointly by the 
Reconstruction Finance Corporation 
and California banks. 

Pear growers also invoked the prorate 
law in 1938 to divert cull pears from 
cannery channels. 

Thus, it is apparent that the act is in 
wide use by the producers of specialty 
crops. 

Amendments to the Act.—The original 
act, passed in 1933, was amended in 
1935 and again in 1938. The amend- 
ments of most importance were those 
permitting industry advertising and the 
surplus-pool provisions. The former per- 
mits the collection and expenditure of 
an advertising fund if the petitioners 
seek such authority, while the latter 
provides for the establishment of surplus 
pools if, in the judgment of the peti- 
tioners and the Commission, such a pro- 
gram is desirable. 

A peculiar provision of the law stipu- 
lates that once a product is in a surplus 
pool it can not be sold in direct compe- 
tition with that part of the crop which 
is free to move to the ordinary channels 
of trade. The Attorney General has 
ruled, however, that if products are sold 
out of the pool at prices slightly above 
the average price at which the free ton- 
nage is purchased by handlers, such 
products are not in direct competition 
with the free tonnage. Pooled tonnage 
may be diverted to other than normal 
channels without restriction. 

The Court’s Views.—The prorate law 
was upheld as constitutional in the 
lemon case by the Supreme Court of the 
State of California, in Agricultural Pro- 


rate Commission v. Superior Court, 
5 Cal. (2d) §50. 

It again came before the Supreme 
Court on technical matters in 1937. 
A decision in June, 1938, cleared the 
way for interpretation and administra- 
tion of the Prorate Act as the practical 
problems of an industry dictate. In re- 
versing the lower court, the Supreme 
Court showed a keen knowledge of the 
objectives of the statute and the operat- 
ing problems of an agricultural industry. 

A significant feature of the foregoing 
decision is found in the closing para- 
graph, which holds that the Commis- 
sion’s findings that a program could be 
instituted without injustice to any pro- 
ducer were not open to question. This 
will avoid future litigation and clear the 
way for programs once established. 

Outlook.—California producers have 
been given, through the Prorate Act, an 
opportunity to attempt to control their 
economic “buzz saw.” The question 
arises, ‘““Will they handle the control 
wisely, or will they get their fingers cut?” 

If the act is used unwisely—that is, if 
control is exercised to such an extent as 
to encourage production in new areas— 
the fingers, and possibly the arms, will 
be lost. This can happen quickly with 
annual crops and the cause and results 
will be obvious. Perennial crops present 
a more complex problem. So many fac- 
tors are operative over a period of years 
that the influence of a proration program 
may be difficult to determine. Much will 
depend upon the judgment of those in 
control of a program, their experience, 
and the experience and knowledge of 
those within the industry. 








THE VALUE OF MARKET RESEARCH 
TO INDUSTRIAL MARKETERS* 


ELDRIDGE HAYNES 
McGraw-Hill Publishing Co. 


HETHER you are primarily en- 

gaged in the marketing of goods 
to the general public, or to industry, or 
in the teaching of marketing, or in 
government service, I submit that the 
present day industrial marketing prob- 
lem is of deep concern to you. I make 
this assertion for three reasons: 

First, because Industrial Marketing is 
our biggest business. The Bureau of 
Foreign & Domestic Commerce has de- 
termined that considerably more than 
half of all goods entering the channels 
of domestic trade, including imports, are 
bought vot for the use of private individ- 
uals or families, but for corporate and 
governmental use. Obviously a dollar 
spent by you or me as an individual 
completes a long chain of industrial 
marketing transactions extending even- 
tually back to the farms, forests, fish- 
eries, or mines. In addition billions of 
dollars annually are spent for equipment 
and materials for our factories, utilities, 
transportation systems, highways, etc., 
as a result of the savings of the nation 
through banks, insurance companies, 
direct investment of individuals and 
taxes. America’s biggest business de- 
serves your study. 

In the second place, industrial mar- 
keting deserves your study because 
whenever the capital or durable goods 
industries are depressed—the country’s 
total business is in a slump. Today, for 
example, the stream of new capital is 
almost dried up. Normally more than 
4 billion dollars is invested annually in 


* An address before the American Marketing Associa- 
tion, Washington, D. C., May 1938. 
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business enterprise. When this 
money is not invested it is not spent; 
when it is not spent, the capital and du- 
rable goods industries suffer acutely. 
They lay off workers—who in turn buy 
fewer consumer goods—and thus the 
vicious spiral of recession is accelerated. 
Economists generally agree that the last 
great depression was largely a capital 
and durable goods depression. Col. 
Leonard P. Ayers determined that nine- 
elevenths of the unemployed in 1933 
were without jobs because of the pros- 
tration of the capital and durable goods 
industries. We are in far better shape 
today—there has been some new financ- 
ing successfully negotiated and the 
capital or durable goods industries are 
operating at a better rate than they were 
five years ago. The outlook for business 
improvement is promising. Perhaps even 
explosive. But the most serious aspect 
of the current recession is the low oper- 
ating rate of the heavy industries. Solve 
their marketing problems and your 
marketing problems in the industries 
selling to the general public can more 
easily be solved. 

Your study of industrial marketing is 
justified for a third reason: As a nation 
we are largely dependent upon those 
who sell to industry to raise our stand- 
ards of life—for greater leisure and com- 
fort. Everyone agrees that the real pur- 
pose of industry is to make more and 
better things for more people at less 
expenditure of human energy and time. 
This purpose can be fulfilled only as our 
Engineers and Chemists develop new 
and better products and processes—and 
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as we successfully market these to the in- 
dustries which supply the people with 
their needs. 

Solving Industrial Marketing Prob- 
lems, therefore, will serve America’s 
biggest business—help to restore pros- 
perity by stimulating the capital and 
durable goods industries, and raise the 
standards of living of the nation. Surely, 
this is a subject worthy of your study. 

Manufacturers engaged in making 
goods for industry are asking: “Can an 
increasing public debt substitute for 
new private capital?” They raise this 
question because normally the stream of 
private capital supplies the money 
necessary for the purchase of a consider- 
able share of capital and durable goods. 
The administration has sought to sub- 
stitute large government expenditures. 
Indeed since 1930 the public debt has 
increased by 21 billion dollars, and in- 
vestment in private business has de- 
creased by 30 billion dollars. Will this 
economic formula work? 

The practical business man cannot 
afford to wait for orders until a major 
experiment in economics has been com- 
pleted. Everyone wants to se// now—to 
produce more zow—to hire more people 
now. And so Industrial Marketers are 
asking the very practical question: “In 
the light of present day conditions, what 
can we do vow to sell more goods.” 

Some seek the answer by trial and 
error, a tedious and dangerous process 
which sometimes results in accidental 
commercial suicide. Others turn to 
market research and when this is done 
properly they have learned to their great 
profit at least seven benefits resulting 
therefrom. 


1. How to Select the Most Profitable Old 
Markets. A recession does not affect all 
industries alike. Some are more stable 
than others—the Food Industries for 
example. Some are operating at a high, 


profitable rate—the oil industries for 
example. Others are building new 
plants to accommodate the production 
of new products or to lower costs—the 
chemical industries for example. This 
is a good time to re-evaluate each mar- 
ket and to direct sales effort particu- 
larly toward those offering the greatest 
sales opportunities under today’s con- 
ditions. 


. How to Locate New Markets. There is 


hardly an industrial product whose use 
is confined to one industry. New tech- 
nical practice and development is cre- 
ating new sales opportunities every day 
for countless products. Market Re- 
search unearths these technical de- 
velopments, defines them in terms of 
market opportunities and charts the 
way to increased sales. Some engineer- 
ing developments of the last decade as 
—the wide steel strip mill—the eco- 
nomical process of manufacturing 
phosphate—the development of urea 
formaldehyde plastics—the “‘package 
unit” air conditioner—the small Diesel 
engine—the development of frozen 
foods—all these and more technical 
developments have created new mar- 
ket opportunities for countless indus- 
trial products, and those industrial 
marketers employing alert research 
men have been quick to capitalize upon 
these. 


. How to Develop New Uses. Similarly, 


research men have developed new sales 
opportunities by studying today’s 
problems of industry. For example—it 
is no secret that American industry 
recognizes a problem in employer-em- 
ployee relations. Many research minded 
executives have been alert to analyze 
this problem as a sales opportunity, 
and they include makers of dust con- 
trol, ventilating and air conditioning 
equipment, water coolers, group life 
accident and health insurance and 
group annuities. Those who are really 
willing to dig for the facts have found 
new uses for their products in the most 
surprising places. A manufacturer of 
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scales uncovers a new use by solving 
the problem of balancing automobile 
connecting rods; a rubber manufacturer 
unearths a new use for high pressure 
hose by solving a problem for oil com- 
panies eager to drill 10,000 and 12,000 
feet deep. The possibilities of developing 
new uses when a research man goes out 
to study industrial problems are really 
unlimited. 


. How to Find New Sales Arguments. 


While America was building its cities, 
its utilities, its highways—while its 
population was increasing at a rapid 
rate—the industrial marketers sales 
problem was largely competitive. “How 
to get my share?””—that was the ques- 
tion. Since America has grown up— 
since our population curve has 
smoothed out almost to a horizontal 
line—in short since the rate of growth 
has fallen off—we have a second problem 
—namely—how to create a market— 
how to persuade industry to modernize 
—to discard obsolete equipment and 
methods, how to sell new, faster, more 
economical, more efficient ideas, meth- 
ods, practices. In short—how to justify 
the economics of our case. Recently I 
asked the President of an important 
machine tool manufacturer two ques- 
tions—First ‘How many of your sales- 
men can prove to engineers the superi- 
ority of your machines?” He answered: 
“all of them can.” Then I asked “how 
many of your salesmen can sell a Board 
of Directors on a sound replacement 
policy?” and he replied “‘Perhaps one.” 
Here indeed is a field for the research 
man—to discover the sales story 
needed to create appropriations and to 
get them spent. Every machinery manu- 
facturer today has dozens of ““pending”’ 
orders—every one has hundreds of 
customers and prospects thoroughly 
sold on the competitive superiority of 
their machines—but everyone is ask- 
ing “how can we persuade management 
to ACT now?” We cannot afford to 
wait for prosperity. Or even for a 
Republican Administration. We must 


sell now. What is the compelling story 
that wili move managements to ACT 
now. 

5. How to Improve the Product. The com- 
mercial history of this country is filled 
with tragedies—caused by the com- 
placency of top executives who have 
felt that it was sinful to doubt the ex- 
cellence of their own products. Re- 
cently a new profession has appeared— 
industrial design or product engineer- 
ing, men devoted to the design of new 
products and the redesign of old. In a 
few companies this activity has been 
coordinated with market research so 
that the research man could bring to 
the designer the experiences, viewpoint, 
criticisms, whims, fancies and preju- 
dices of users and potential users. I 
predict that this actively will touch the 
publishing business and that we shall 
see Research bringing to the editor the 
habits and views of the readers by 
which the publication can be made 
more interesting, useful and exciting. 

6. How to Find Markets for New Products. 
Whenever business falls off, there is a 
definite trend to put more ew prod- 
ucts on the market. Our editors report 
a marked increase in the number of 
new products announced. Obviously it 
is hoped that the sales volume on these 
new products will offset the sales de- 
cline on old products. Where can these 
new products be sold—to what indus- 
tries—through what distribution chan- 
nels? 

7. How to Increase the Efficiency of the Sales 
Organization. Can salesmen’s time be 
spent more efficiently? Would it pay 
to steer them to different plants and 
different people? There is no shadow of 
doubt on this point. 


Few industrial marketers, indeed, 
have made use of the facts concerning 
the concentration of buying power in 
industry through proper sales control. 
Very small plants play such a minor 
part in our national economy that even 
the Census of Manufacturers does not 
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show detailed figures for them. 38.6% 
of the manufacturing establishments 
have an annual value of product of less 
than $5,000, and, combined, account for 
only 3/10 of 1% of all manufacturing. 
For the year 1935 the Census reports 
169,111 establishments rated at $5,000 
or more. But many of these are too small 
to justify the call of a salesman. For 
example—45% of these establishments 
have less than six employees and their 
horse-power is only 4% of the total. 
Indeed, those manufacturing establish- 
ments having 51 or more employees 
represent only 14.5% of all establish- 
ments but actually employ 84.1% of all 
wage earners. A similar picture is found 
in other industrial markets, utilities, 
mines, transportation companies, con- 
struction companies, etc. 

Yet, when calls of salesmen are ana- 
lyzed, we find that for the most part 
they chase smoke-stacks rather than the 
worthwhile accounts. One important 
marketer to industry, for example, last 
year had the unfortunate experience of 
having their salesmen spend 85% of 
their time among plants representing 
85% of their potential. If the major 
accounts which buy 85% of this com- 
pany’s type of product had been thor- 
oughly covered, the situation would not 
have been so bad. But the truth was 
that less than half of the major accounts 
were being contacted at all. In times 
like these when the elimination of waste 
in time and energy and money is so 
necessary—when orders are so badly 
needed—it is highly desirable to apply 
sales control plans so that salesmen can 
be more accurately guided—so that they 
can devote their valuable time to those 
markets, industries, and plants which 
constitute the real buying power and to 
eliminate the dissipation of sales energy 
and sales dollars. 

In conclusion, one word about a sub- 


ject that has been discussed a great deal 
in recent months—namely, Public Rela- 
tions, Jean Canod. We have all heard 
the advice that industry must re-educate 
the public on industry—on the profit 
system—on capitalism. We have heard 
that large corporations should interpret 
the truth about themselves and their 
policies to the public. 

Gentlemen—doesn’t it seem inappro- 
priate to try to resell capitalism to a 
man who doesn’t have a job? Doesn’t it 
seem inappropriate to try to resell a man 
on the virtues of a great corporation he 
used to work for? 

I hold that the first public relations 
job for industry is to hire more people— 
by selling more goods and making more 
work and increasing production—and 
the first place to start that is in the 
capital and durable goods industries, 
which—in turn—will stimulate all in- 
dustries. 

Gentlemen—you hold the keys—the 
methods by which those engaged in in- 
dustrial marketing can 

Select the most profitable old markets 

Locate new markets 

Develop new uses 

Find new sales arguments 

Improve products 

Find markets for new products and 

Increase the efficiency of sales organ- 

izations. 

Here are seven practical problems for 
those engaged in scientific marketing. 
Advertising agency men who now handle 
more than 70% of the country’s in- 
dustrial advertising—can help. Pro- 
fessional research organizations can help. 
Research directors of manufacturers 
must carry the major burden. And 
government men who have contributed 
already a wealth of factual material can 
further develop facts specifically useful 
to those engaged in industrial marketing. 
Thank you. 








THE VALUE OF MARKETING RESEARCH 
TO CORPORATE CHAINS’ 


JEAN F. CARROLL 
Kroger Grocery & Baking Company 


INCE this paper is limited to the value 
S of marketing research to corporate 
chains, we will discuss primarily its value 
in connection with the current problems 
faced by corporate chains. Chains have 
and are making use of various well 
known marketing research techniques in 
connection with problems relating to 
store location; developing new products, 
labels and packages; determining effec- 
tiveness of various selling methods; and 
in studying consumer buying habits. In 
some of these fields corporate chains are 
ahead of other retailers and manu- 
facturers, and in some phases they have 
been very slow to apply such techniques 
as are available. Since all of these fields 
are so well known and the methods so 
widely used by retailers and manu- 
facturers, we'll let this brief acknowledg- 
ment of their usefulness to corporate 
chains suffice. 

Corporate chains, particularly those 
in the food field, are facing several prob- 
lems which are of immediate importance. 
These problems are not the exclusive 
headaches of corporate food chains, but 
in no other field are they of such para- 
mount importance today. The April 
issue of Fortune magazine contains a 
very interesting discussion of the public 
relations problem faced by A. & P. In 
reality this means the public relations 
problem of all chains, because any legis- 
lation which is passed by either Congress 
or State legislatures affects all chains. 

Are consumers so indifferent to what 
legislative bodies do that chains may be 
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excessively taxed or legislated out of 
business before the public is really aware 
of what is happening? Or are consumers 
actually so hostile to chains that in spite 
of their patronage of chain stores, they 
are in favor of such legislation? 

Since most consumers buy some or all 
of their food requirements at chain 
stores (and it’s only a small portion of 
consumers who never buy at chains) 
does their apparent indifference to legis- 
lative action mean that people do not 
realize the effect which their actions as 
voters will have on their buying as 
customers? If this is true, what appeals 
can the chains make to the voters to 
stir them into action for the protection 
of their pocketbooks as consumers? 

If a person who now buys food at a 
chain store believes that chains should 
be excessively taxed or even legislated 
out of existence, why does he continue 
to trade at a chain? Are these people 
merely taking advantage of a price 
structure while it is still legal, even 
though believing the present situation 
to be morally, economically, or socially 
wrong? What is there about the think- 
ing of such people which can be changed 
with an educational campaign and what 
appeals must such a campaign present? 

Of those who do not trade at chains 
how many are activated by hostility to 
chains and how many by other motives 
such as services offered by independents? 

Do consumers realize how much the 
general price structure, particularly in 
the food field, is dependent on chain 
operations? 

The reason for this present public 
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relations problem is not hard to find. 
When corporate chains first came into 
existence, their operating advantage was 
so great that a price list presented to the 
public was all that was necessary to 
draw trade. Trade came so fast that 
chains grew in size and in numbers. This 
increase in the size of individual chains 
and the development of additional 
chains resulted in competition between 
rival chains which has been far keener 
than the rivalry between chains and 
independents. 

During this period many of the most 
ineficient independent retailers passed 
out of the picture, and while there are 
still a multitude of independent oper- 
ators whose operating costs are ex- 
cessively high, the general level of 
operating efficiency of independent re- 
tailers has been raised and their prices 
to the public lowered considerably. 

At the same time certain distributing 
groups determined to fight the chains in 
the legislatures and in Congress. Some 
legislators and members of Congress are 
always open to suggestions that new 
“causes” will give them a chance to be 
a ““champion”’ of “‘the people.” 

While these things have been going 
on, what have the chains done to tell 
their story to the public? Only in Cali- 
fornia has any comprehensive campaign 
been undertaken. There the result was 
a public aroused to the point where 
anti-chain legislation was defeated in a 
general referendum. In other parts of the 
country no such campaigns have been 
carried out. True, much good will has 
been built with farm elements through 
the ‘‘producer-consumer” campaigns 
which have moved farm surpluses to 
consumers at prices which were satis- 
factory to farmers, but these have only 
indirect effect on city groups. 

Most chains have merely depended 
on low prices to win and keep the good- 


will of consumers. With organized 
groups of independent retailers getting 
their prices down toward the levels of 
corporate chain prices and with some 
large independent supers meeting low 
chain prices, it is apparent that chains 
can no longer depend on price alone. 
This is particularly true since many con- 
sumers apparently do not consider the 
effect which certain laws may have on 
their pocketbooks. 

At a time when chains should get to- 
gether and put on an educational pro- 
gram to tell their story to the public, 
they continue to fight each other. In a 
northern city one large chain recently 
had an advertisement which made a 
favorable comparison between the prices 
it charged for a given group of com- 
modities, and the average prices of the 
same commodities throughout the city. 
The average prices were computed by a 
government bureau and naturally in- 
cluded prices for both the chains and 
independents. If the comparison had 
been made to show that chains are lower 
in price than independents, the public 
might have been made conscious of the 
fact that if there were no chains, all 
food prices would be_ considerably 
higher. The comparison was not made 
to show that chain prices were below 
average, but to show that the prices of 
a specific chain were lower. A second 
chain jumped into the situation and ran 
an ad showing that the prices it charged 
for the same commodities were lower 
than those charged by the first. As a 
result, the public saw a display of rivalry 
between two chains and any comparison 
of chain prices with independent prices 
was decidedly lost in the shuffle. 
A month later the procedure was re- 
peated, with the same effect on the 
public. 

To expect chains to drop their at- 
tempts to get business from each other 
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would be foolish, because each chain is 
in business to show a profit. However, 
the situation just cited as a current 
example of what is going on, shows the 
definite need for an organized effort on 
the part of all chains, working jointly, 
to tell a straightforward story to the 
public as to why chains are a vital 
service to the consumer. 

A number of chains are willing to 
cooperate with others on a public rela- 
tions program, but there still are not a 
sufficient number of the larger chains in 
this group. When the chains which now 
favor pursuing their individual paths 
come to a full understanding of the day’s 
problems, and indicate their willingness 
to go along with a mutual program, 
marketing research must play a vital 
part in establishing a factual basis for 
the program. The following questions 
must be answered before a program can 
be laid out which will be sure to accom- 
plish its purpose. 

What appeals will be effective in stir- 
ring into action those chain store cus- 
tomers who believe chains should not 
be taxed disproportionately? 

What appeals will be effective in 
showing those chain store customers 
who think it is all right to “‘soak the 
chains” with excessive taxes, what effect 
such taxes will have on their food prices? 

What appeals will cause people who 
now do not buy at chains, to become 
chain customers or at least to oppose 
excessive chain store taxes as unfair to 
those who want to buy food at the lowest 
possible price? 

What appeals will cause farmers to 
appreciate the value of chains in the 
mass movement of farm products? 

What appeals will cause labor to 
realize what chains have done for union 
members through the higher wages and 
shorter hours that prevail in union 
chain stores? 


The answers to these and many other 
questions that arise in connection with 
a public relations program can be 
answered satisfactorily only by a series 
of consumer studies which are conducted 
without bias and which make use of the 
best available technique for probing 
into consumer thinking and into the 
relation between thinking and action. 

A second major problem which has 
faced the corporate chain in the food 
field for some years, is the problem of 
the so-called super market. The problem 
is not a new one, for many of the markets 
which are now being hailed as super 
markets have been in existence for more 
than twenty-five years. One of the 
largest is more than sixty years old. The 
impetus to super markets came during 
the depression, and like any movement 
which begins to move like a snowball 
going down hill, the super market move- 
ment is going through the period when 
people make wild statements to gain 
personal publicity and operators jump 
into things and do their thinking la- 
ter. 

What is there about these large 
markets which has caused them to get 
such sales volumes? 

What will happen when small stores 
begin to use the same price structure? 

Has the very large store any real 
operating advantage which cannot ac- 
crue to a small efficiently operated 
store? 

Will consumers who now travel long 
distances to save a few cents per pur- 
chase continue to go so far if intervening 
stores lower their prices, even though 
not as low as supers? 

When supers begin to compete with 
services instead of mere price, will they 
tend to lose the price advantages which 
they apparently hold now? 

Some chains apparently have arrived 
at different conclusions regarding the 
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future of supers and semi-supers. One 
large chain seems to be in the process of 
closing its neighborhood stores and 
opening a much smaller number of large 
stores. A smaller chain seems to have 
arrived at just the opposite general 
conclusion, for it appears to be in the 
process of opening a series of very small 
stores, small enough to be operated by 
one or two men. Perhaps both of these 
chains are sound in what they are doing, 
perhaps neither is right. 

There are now in existence enough 
places where supers have been operating 
for a long time; where supers are com- 
peting with each other; where a few 
supers dominate a local situation; where 
supers have over-expanded; where su- 
pers are still expanding; where supers 
have made money; and where supers 
are operating out of capital, to enable a 
thorough marketing study to be made. 
This certainly is the time when all cor- 
porate chains should keep their feet on 
the ground and establish a factual basis 
for their policy regarding what type of 
store to operate. 

When we first had department stores, 
mail order houses and chain stores, wild 
predictions were made about how each 
would completely displace all of its rival 
forms of distribution. But this never 
happened. Specialty shops lost business 
to department stores but each sought a 
level and no radical changes in volume 
have occurred recently to cause publicity 
seekers to continue predicting the com- 
plete replacement of the specialty shop 
by the department store. The same type 
of situation prevails in relation to the 
mail order houses, for local merchants 
have learned how to hold their trade so 
that mail order houses are not now 
making tremendous inroads into local 
volumes. Likewise chain grocery stores 
have not run out of business the inde- 
pendent grocer. Nor would they, even 


if no excess taxes were placed on chains. 

The prediction that supers will dis- 
place chains or small independents is 
likewise a bogey-man. Large stores will 
have a place in the food field, but 
probably not nearly as much of a place 
as some super market enthusiasts be- 
lieve. The super market field is rapidly 
becoming a chain store field. The old 
line chains are taking their places in the 
super and semi-super fields. Most of the 
other supers in all parts of the country 
represent small chains that operate in 
from one to three or four cities. Many 
of the so-called independent supers are 
either sponsored or financed by whole- 
salers who want an assured outlet for 
their goods or are really small chains 
where one owner operates under several 
names to give the appearance that each 
store is completely independent. 

It is only through marketing research 
that a factual basis can be established 
as a background for a chain’s policy re- 
garding the type of store it should 
operate in the future. 

A third major problem which chains 
face is that relating to price. When 
chains first began to be an important 
distribution factor the only thing they 
found necessary to get business was to 
feature low prices. Some even published 
lists of prices which would prevail for a 
month. Today price competition is so 
keen that prices published in an evening 
paper may be changed in the following 
morning paper. 

When corporate chains put their whole 
emphasis on price they merely encourage 
the consumer to buy a few products at 
one store and to go to other stores for 
those products which can be secured 
cheaper elsewhere. The gain in volume 
on these low margin items may therefore 
mean little or nothing in increasing net 
profits. While no customer is willing to 
pay an excessive price for any article, 
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there are a number of products where 
quality and appearance are of more im- 
portance than price. 

Which products must be sold on a 
price appeal and which can be sold on 
their quality and appearance? To merely 
rely on sales figures may be fallacious 
because it is possible that consumers 
buy no more at lower prices than they 
would at slightly higher prices. Chains 
have always been striving to show cus- 
tomers that they have low prices. Recent 
surveys show that some chains have 
completely convinced the public that 
their prices on certain products are the 
lowest but these same surveys show 
that the public is buying more of such 
products elsewhere and knowingly pay- 
ing higher prices. The answer is that the 
low prices on some products imply low 
quality and on these products quality 
is more important than price alone to a 
surprisingly large number of customers. 

When corporate chains begin to study 
consumer buying habits in relation to 
sales and profits and to match these con- 
sumer studies with controlled experi- 


ments in the store, it will be possible to 
eliminate some of the price cutting 
which seems prevalent today. It will 
also mean better profits for it will help 
eliminate the selling of some items at 
prices which do not mean more sales and 
which now mean less gross profit. 

When we were discussing the public 
relations policy of corporate chains it 
was pointed out that marketing research 
could establish a factual background, on 
which to base a policy, only when the 
chains had agreed to get together on 
joint action. In formulating a policy re- 
garding the type of stores that a chain 
should operate, and in studying con- 
sumer buying habits so that excessive 
use of low prices may be eliminated, 
marketing research is of value only when 
management is ready and willing to face 
facts squarely and to put into effect a 
program that is based on facts. However 
when marketing research is given an 
opportunity to help solve some of these 
problems, it faces a real challenge for 
these problems are tough ones and can- 
not be solved by superficial analysis. 
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A. RESEARCH IN UNIVERSITIES 


By Malcolm D. Taylor, University of 
North Carolina 


University of Akron 

“An Evaluation of the Advertising of 
Akron Department Stores” is the title of a 
study by Professor Warren W. Leigh, which 
was completed in May, 1938. Data were se- 
cured in five hundred interviews with house- 
wives, made by marketing students. Both 
city areas and income groups were con- 
sidered in the choice of the sample. The fol- 
lowing conclusions were reached: 


1. The attitude of Akron housewives is 
generally favorable toward department 
store advertising. 

. Housewives think that advertising is 
educational. They say that it informs 
them as to the kinds and qualities of 
goods in stock, it suggests articles that 
are wanted and needed, and it saves a 
great deal of time and bother in shop- 
ping. 
Objections were made to several fea- 
tures of advertising such as exaggera- 
tions and misrepresentations. House- 
wives think that some action ought to 
be taken to curtail the use of objec- 
tional advertising. 

4. The persons interviewed were not very 
critical of the layout and general ap- 
pearance of advertisements. The only 
suggestions made were that advertise- 
ments should be neat, attractive and 
easy to read. 

5. The effect of any one advertisement is 
influenced favorably or unfavorably by 
all the advertising that the store has 
done in the past and by the “good will” 
that the store enjoys in the commu- 


to 


jw 
° 


nity. In their reaction to an individual 
advertisement of a store, housewives 
appeared to be influenced largely by 
the reputation of the store and the 
good will or ill will that they person- 
ally had for it. 


An article by Professor Leigh appeared in 
the May, 1938 issue of Tire Review under the 
title “Stabilizing the Tire Industry by the 
Fair Trade Acts.” In it, the author discusses 
the advantages and disadvantages of price 
fixing under current fair trade laws. Copies 
may be obtained by writing Tire Review, 31 
North Summit Street, Akron, Ohio. 


University of Buffalo 

“Milk Consumption in Buffalo,” is the 
title of a study, by Archibald S. Dean of the 
New York State Department of Health, and 
William M. Haenszel, which was released 
in March, 1938, by the Bureau of Business 
and Social Research. Data were collected by 
enumerators, trained by the United States 
Public Health Service, from 26,845 families 
representing 102,641 individuals. The follow- 
ing information was obtained in each inter- 
view: (1) the number of persons in the fam- 
ily, (2) the quantity of fluid milk consumed 
by each family on the day preceding the in- 
terview, (3) the quantity of canned milk 
used on the day before the interview, (4) 
the total family income, and (5) the geo- 
graphic location of the family interviewed. 
The study disclosed that the daily milk con- 
sumption rate per person for fluid and 
canned milk combined was .40 quart (.33 
quart of fluid milk and .o7 quart of canned 
milk). Milk consumption varied directly 
with the total family income and inversely 
with the size of the family. Families which 
used only fluid milk used the same amount 


189 





190 


THE FJOURNAL OF MARKETING 





as those consuming both fluid and canned 
milk. (This was true at all income levels.) A 
city map, divided into twenty areas, shows 
the per capita consumption of milk by 
areas, November 1925 to June 1936. 

A study of the “Income of Motion Picture 
Theaters in Buffalo, 1932-1936,” by Ed- 
ward J. Fitzmorris, was released in printed 
form in May, 1938. Both of the above re- 
ports may be obtained from the Bureau of 
Business and Social Research, 3371 Main 
Street, Buffalo, New York. 


University of California 

“Maintenance of Substantial Equity in 
the Pooling of Lemons” is the title of a study 
recently completed by H. R. Wellman and 
M. D. Street of The Giannini Foundation of 
Agricultural Economics. It was published 
in the form of a bulletin and copies are 
available from the College of Agriculture. 
This is part of a study which was reported 
in the April, 1937 issue of the JoURNAL under 
the title: “The Pooling of Lemons with Spe- 
cial Reference to the Santa Paula Citrus 
Fruit Association.” 

Professors H. E. Erdman and Weston W. 
Taylor, of The Giannini Foundation of Agri- 
cultural Economics, have in process “A 
Study of Revolving Finance In Cooperative 
Associations.” It deals with an arrange- 
ment of a large cooperative association for 
transferring investment certificates, under 
revolving finance plans, from producers 
who are short of cash to producers who have 
surplus funds for investment. It was found 
that a considerable amount of such shifting 
of the financial burden has taken place. The 
authors point out that cooperative minded- 
ness is not necessarily associated with finan- 
cial ability, and that this plan makes it pos- 
sible for considerable numbers of producers 
to remain in a cooperative organization, who 
might otherwise be forced out because they 
were unable to bear their share of the financ- 
ing involved. 


University of Chattanooga 

The sixth in a series of reports prepared by 
Professor Phelps for the Household Finance 
Corporation, is in press and will be released 


soon under the title ““A Community Credit 
Control Policy.” It describes the community 
credit policies of four cities, Minneapolis, 
Detroit, Cincinnati, and Dayton, all of 
which provide for control of credit through 
an agreement of the leading stores to suspend 
charge purchases on delinquent accounts. It 
considers in detail the problem of how to or- 
ganize a community credit control policy. 
Copies of the printed report may be secured 
free from the Household Finance Corpora- 
tion, 919 North Michigan Avenue, Chicago, 
Illinois. 


University of Chicago 

“Changing Importance of Central Live- 
stock Market” is the title of a study by 
Professors Edward A. Duddy and David A. 
Revzan, which was completed in July, 1938. 
It will be published as the July issue of 
“Studies in Business Administration.” In- 
quiries concerning this study should be ad- 
dressed to the University of Chicago Press, 
or to the School of Business. Two previous 
studies of the central livestock market by the 
same authors have been published as mono- 
graphs in the series, “Studies in Business 
Administration.” Their titles are: (1) ““The 
Supply Area of the Chicago Livestock Mar- 
ket” (Vol. II, No. 1), and (2) “The Distribu- 
tion of Livestock from the Chicago Market, 
1924-1929” (Vol. III, No. 1). Copies may 
be ordered from the University of Chicago 
Press. 

“Some Investigations in the Sampling and 
Distribution of Retail Prices,” is the title 
of a study by Professor John H. Cover, 
which appeared in Econometrica, for July, 
1937 (Volume 5, number 3). This is another 
in the series of studies on retail prices. The 
larger study, “Retail Price Behavior,” was 
published as a monograph in the series, 
“Studies in Business Administration.” A 
copy of this monograph may be obtained 
from the University of Chicago Press. 

Professor John H. Cover’s study of ““Con- 
sumer Financing Problems and Tendencies,” 
was published in pamphlet form by the 
Department of Economics and Business 
Administration of Westminster College, 
New Wilmington, Pennsylvania, in Janu- 
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ary, 1938 (Special Session Address No. 9). 

““Consumer’s Cooperation” is the title of 
a report by Harold G. Murphy. This was 
presented in partial fulfillment of the M.B.A. 
degree in December, 1937, and copies may 
be borrowed on interlibrary loan from the 
Secretary, Committee on Research, The 
School of Business. Data were obtained by 
personal interviews, analyses of financial 
records and other reports. The study pre- 
sents a historical picture of the cooperative 
movement, and attempts to determine the 
future status of consumer’s cooperatives. 

“Apparel Advertising Analysis of Chi- 
cago’s Department Stores and Depart- 
mentalized Specialty Stores” by James E. 
Cornish was completed in June, 1938. This 
also is an M.B.A. thesis and copies are avail- 
able on interlibrary loan from the Secretary, 
Committee on Research, The School of Busi- 
ness. In this study attempts were made 
to determine to what extent fundamental 
agreement exists among the department 
stores of the Chicago area, relative to their 
bases for newspaper advertising policies. A 
comparison of methods used by department 
stores of the Chicago area in their apparel 
advertising in newspapers was carefully 
worked out. The complete examination and 
analyses of apparel advertising by these 
stores in newspapers covers a period of 
three months. 

Two other reports were written by stu- 
dents who received the M.B.A. degree in 
June and copies are available on interli- 
brary loan from the Secretary, Committee 
on Research, The School of Business. The 
title of the first, by Clarence J. Woodlock, is 
“A Survey of the Marketing of Razor 
Blades.” “An Inquiry into the Employment 
Management Problems in the Merchandise 
Handling Departments of a Local Depart- 
ment Store Chain” is the title of the second. 
It was written by Charles Edward Kahn. 

Titles of other master’s theses now in 
progress are as follows: 

1. “Market Indexes for Automobile Prod- 
ucts,” by Elizabeth M. Adles. 

“A Study of Agriculture Control Pro- 
gram on Livestock Industry in Dakota 
County, Nebraska,” by Walter E. White. 


3. “Outline for a Study of Profits on 
Storage Holdings of Poultry,” by Robert F. 
Moore. 


Eaton van Wert Read’s dissertation, “A 
Study of the Trading Interrelationships of 
a Satellite City and Its Metropolitan Area, 
with Special Reference to Elgin and Chicago, 
Illinois,” mentioned later under the heading 
“Dissertations in Marketing,” was begun in 
1936, and will be completed in August, 1938. 
It probably will be published soon after 
completion, and inquiries about publication 
should be addressed to the School. Through 
the use of various observational and survey 
techniques, Mr. Read attempted to measure 
the effect of satellite status upon the flow of 
various types of retail trade from Elgin and 
its area into Chicago, and the resultant effect 
upon Elgin’s retail structure. Sources of data 
included retailers and consumers in Elgin 
and its area, as well as newspapers, trans- 
portation and communication agencies, and 
Chicago stores. 


Cornell University 

Professor Leland Spencer, of the Depart- 
ment of Agricultural Economics, has com- 
pleted his study of “The Surplus Problem 
in the Northeastern Milksheds.” It was 
made for the cooperative division of the 
Farm Credit Administration. Methods of 
dealing with the problem of leveling seasonal 
production are described. Suggestions are 
made for using the surplus in the most profit- 
able way and for the supplementing of local 
supplies at peak seasons through shipments 
of western cream. Copies of the study may 
be obtained free from the Farm Credit 
Administration. 


De Paul University 


Professor L. M. McDermott’s study of 
“What People Read” was completed in June 
and mimeographed copies may be obtained 
from the Research Bureau for twenty-five 
cents to cover the cost of mailing. (The 
address is: Research Bureau, De Paul Uni- 
versity, Room 1504, 64 East Lake Street; 
Chicago, Illinois.) Data were secured in in- 
terviews made by students with 12,217 repre- 
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sentative housewives in Chicago. The Ladies’ 
Home Fournal, the Saturday Evening Post, 
McCalls, and the Literary Digest were found 
to be the most popular magazines. The type 
of literature preferred in magazines, in the 
order of importance, was adventure, biogra- 
phy, history, love stories, mystery stories, 
war, western stories, foreign, main street, 
aviation, scientific, China, and country life. 
It was found that comparatively few of the 
housewives stated that they always looked 
at the advertisements in magazines. The 
report contains a tabulation of why women 
prefer different magazines. For example, 
the Ladies’ Home Fournal was liked for its 
“sub-deb” department, its fashions, its home 
helps, its stories, and because it keeps de- 
partment store buyers well informed. 

A question was asked in the survey con- 
cerning preferences regarding the type of 
literature found in books, in order to ascer- 
tain if there was a good correlation between 
periodicals and books in this respect. The 
type of literature preferred in books was, in 
the order of importance, adventure stories, 
history, romance, mystery stories, biogra- 
phy, war, country life, western life, foreign, 
technical, and main street. 


Harvard University 


Two bulletins were recently released by 
the Bureau of Business Research. The first 
“Operating Results of Department and 
Specialty Stores in 1937,” by Professor 
Carl N. Schmalz, was published in May 
(Bulletin No. 106). This bulletin contains 
common and goal figures for practically all 
the operating ratios which have been pub- 
lished by the Bureau in its studies of de- 
partment and specialty stores since 1929. 
The present study includes new material 
covering the percentage of transactions de- 
livered, the average return or credit trans- 
action, the number of transactions handled 
per square foot of selling space and of total 
space, and the ratios of transactions returned 
to total transactions, of salespeople to total 
employees, and of selling space to total 
space. Definitions of the terms used in the 
report are given in the appendix. 

The second bulletin, “Expenses and Prof- 


its of Limited Price Variety Chains in 1937,” 
by Stanley F. Teele, was published in June 
(Bulletin, Number 107). Comparable data 
on operating results of the chains are shown 
for eight years, 1929 to 1937 inclusive. 


Indiana University 


The state wide study of “Distribution 
Patterns of the Grocery and Drug Trades in 
Indiana,” which is being made under the di- 
rection of Professor H. M. Haas, is nearing 
completion and printed copies of the report 
will be available this fall. Some three hun- 
dred personal interviews with food and drug 
retailers have been made. This represents 
approximately a five per cent sample of such 
retailers in the state. Among other things, 
the information obtained from each store 
includes: the size and form of organization; 
the number of employees, the type of work 
done by each, and weekly wages of em- 
ployees; the type of customers to which the 
store caters; the character of competition; 
average mark-up; the retailer’s attitude to- 
ward free deals and other special concessions 
and toward the graduated tax on chain 
stores; the attitude toward vocational classes 
(George-Deen Act); major costs of doing 
business (monthly, annually, and in per cent 
of net sales); and the interviewer’s general 
impressions of the store, exterior and in- 
terior arrangement and display. 


University of Minnesota 


“Prices, Quantities, and Values of Cash 
Sales of Minnesota Farm Products,” a study 
by Walter B. Garver and Warren C. Waite, 
was completed in December, 1937. 

“Seasonal Variations of Prices and Mar- 
ketings of Minnesota Agricultural Products, 
1921-1935” is the title of a study made by 
Warren C. Waite and Rex W. Cox, which 
was released in March, 1938. It shows in 
detail important differences in the seasonal 
price movements of livestock and farm 
crops. Seasonal movements tend to be larger 
in the case of livestock and livestock prod- 
ucts. Both of the above studies may be ob- 
tained free from the Agricultural Experiment 
Station, St. Paul, Minnesota. 
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New York University 


Professor Louis Bader has made a survey 
around New York City of the attitude of 
small retailers and consumers toward the 
Robinson-Patman Act and price mainte- 
nance. He reports that about 5000 interview 
questionnaires are in hand for analysis. Re- 
sults should be available by December. 


University of Oregon 


The last two articles in a series written by 
Professor N. H. Comish, of the School of 
Business Administration, in his study of 
“Special Sales in Selected Oregon Stores,” 
appeared in the May and June issues of the 
Oregon Merchants’ Magazine. Data for the 
five articles were based upon personal inter- 
views with 277 selected Oregon retailers and 
cover the year 1934. “Disadvantages of 
Special Sales”’ is the title of the fourth article. 
Of the 277 merchants interviewed in this 
study, 110 claim that the increased business 
resulting from special sales is merely tempo- 
rary; 69 contend that special sales create 
customer ill-will; 41 maintain that special 
sales cause vendor ill-will; 166 say special 
sales reduce the net profits of the store; 69 
believe that special sales result in the sale 
of inferior quality goods; 35 claim that spe- 
cial sales lower the store’s efficiency; 49 main- 
tain that extra help used during special 
sales is inefficient; 88 contend that special 
sales produce slumps; 103 feel that special 
sales cause regular patrons to shop around; 
72 believe that special sales attract unde- 
sirable customers; 85 are of the opinion that 
special sales hinder decidedly the sale of 
regular merchandise; 144 claim special sales 
are over-worked; 54 feel that special sales 
result in over- or under-stocking; and 79 
say that special sales do not pay for them- 
selves in terms of direct and indirect favor- 
able results. 

The fifth article appeared under the title: 
“Effective Planning for Special Sales.” It 
was found that 15.2 per cent of the mer- 
chants set sales quotas for different divi- 
sions, and 16.1 per cent of these held employ- 
ees responsible for seeing that the quotas 
were attained; 66.9 per cent of the retailers 


announced the sales in advance to their sales- 
people, and 45.7 per cent requested that they 
tell their friends about the sales events; 64 
per cent advertised their sales to regular and 
potential customers; and 17.6 per cent pro- 
vided special activities to keep their employ- 
ees interested in their work during the 
slumps which followed sales. 

Professor Comish has completed his study 
of the traits of a group of successful retail 
salespeople. The purpose of the study was 
two-fold: (1) to discover the traits of suc- 
cessful salespeople, and (2) to suggest ways 
in which a knowledge of these traits might 
be used in selecting more suitable prospects 
for sales positions. Data were collected by the 
author and four of his research students in 
personal interviews with 341 successful 
salespersons during 1936 and 1937. This 
study will be published in a series of maga- 
zine articles. 


University of Tennessee 


Professor Charles W. Lewis has in process 
a study of “The Economic Effects of Price 
Maintenance Laws in Knoxville, Tennessee, 
with Particular Reference to the Drug 
Trade.” The purpose of this study is to de- 
termine: (1) to what extent price mainte- 
nance is being used by manufacturers in the 
different retail trades in Knoxville and the 
attitude of merchants toward such practices, 
(2) the effect of price maintenance on the 
price of goods sold by independent druggists 
in the city, (3) the effect of price mainte- 
nance on chain and cut-rate drug store prices 
in the city as shown by a comparison of the 
price changes in the case of price maintained 
goods as contrasted to goods on which 
prices are not maintained, and (4) to what 
extent independent druggists, who would be 
expected to favor price maintenance, are 
attempting to switch customers from brands 
on which prices are not maintained to price 
maintained brands, and to what extent chain 
and cut-rate drug stores are attempting to 
change customers from price maintained 
brands to private brands or to non-main- 
tained price brands. No attempt will be 
made in this study to draw conclusions ap- 
plying outside of Knoxville. It is expected 
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that the completed study will be published 
during the fall of 1938. 


Doctoral Dissertations in Marketing' 

University of California 

Edward R. Hawkins. Vertical Price Regu- 
lations Under Conditions of Monopolistic 
Competition. August, 1938. 

Perham C. Nahl. Retail Trading Area 
Analysis. December, 1938. 

John B. Schneider. The Tomato Industry 
in California, with Special Reference to 
Marketing. May, 1939. 


University of Chicago 

John A. Pfanner, Jr. A Study of the Divi- 
sion of Trade Within Cities Between Resi- 
dents and Individuals from Outlying Areas. 
1939. 

Eaton van Wert Read. A Study of the 
Trading Interrelationships of a Satellite 
City and its Metropolitan Area, with Spe- 
cial Reference to Elgin and Chicago, Illinois. 
August, 1938. 


Columbia University 


Jack Gottsegen. Tobacco—A Study in 
Consumption. The date of completion is un- 
certain. 

Theodore Lang. Competition And Cost 
Under the Robinson-Patman Act. The date 
of completion is uncertain. 

Donald R. Longman. Cost Accounting in 
Sales Management. The date of completion 
is uncertain. 


Harvard University 


Thomas H. Carroll. Some Financial and 
Regulatory Problems of Retirement Ac- 
counting in Public Utilities. The date of 
completion is uncertain. 

Austin Grimshaw. (D.C.S. February, 
1938). Some Problems of Line Expansion 
and Contraction in Selected Consumer In- 
dustry Companies Manufacturing Items Re- 
tailing at Under $10 per Unit. 


1 The date given after each title is the probable date 
of completion. In most cases, where the date of comple- 
tion is given as June, 1938 or August, 1938, the degree 
has been granted. 


Harry L. Hansen. Premium Advertising. 
The date of completion is uncertain. 

William H. McLean. (D.C.S. June, 1938). 
Introduction of the New Types of Passenger 
Trains in the Railroad Business. 

Edward L. Morris. Quality Control in the 
Manufacture of Wearing Apparel. The date 
of completion is uncertain. 


University of Minnesota 

Robert J. Eggert. The Economic Signifi- 
cance of the Cold Storage Locker. December, 
1938. 
Fred E. Koller. A Study of the Economic 
Factors Affecting the Efficiency of Minne- 
sota Creameries. Completed. 

Harry C. Trelogan. An Economic Analysis 
of the Chicago Milk Market in 1934-35. De- 
cember, 1938. 


Northwestern University 


Roy Ashmen. A Survey of Market News 
at Chicago with Special Reference to the 
Price of Butter. The date of completion is 
uncertain. 

Joseph Louis Apodaca. A Study of the 
Probable Effects of Advertising Vegetables. 
1939. 

Harold Bruss Baker. A Study of the Or- 
ganization and Management of Cooperative 
Tobacco Marketing Associations in the Mi- 
ami Valley, Ohio. The date of completion is 
uncertain. 

Horace Brightberry Brown, Jr. The De- 
velopment and the Present Status of the 
Cooperative Marketing of Cotton in the 
State of Mississippi. The date of completion 
is uncertain. 

Joseph Charles Seibert. Price Dispersion 
and Economic Balance. The date of com- 
pletion is uncertain. 

Gerald Bruce Tallman. (Ph.D. July, 
1938). Consumer Buying at Wholesale and 
at Other Special Discounts. 


Ohio State University 

O. E. Burley. (Ph.D. June, 1938). The 
Consumer Cooperative as a Distributive 
Agency. 

Ralph G. Harshman. Methods and Media 
Used in Training Salesmen. 1938. 
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C. W. Hauck. Relationships of Quality 
and Retail Price of Selected Fresh and 
Canned Fruits and Vegetables. 1939. (To 
be published.) 

C. S. Logsdon. Interstate Barriers to 
Trade. 1939. 

A. L. Odebrecht. Functions of the Sales 
Manager. 1939. 

Edmund O'Leary. Retailer-Owned Whole- 
sale Grocery Companies. 1938. 

E. G. Rasmussen. The Nashville, Ten- 
nessee, Wholesale Trade Area. 1938. 

E. J. Shepard. A History of Wholesale 
Food Institutions in Central Ohio. 1938. 

Theodore H. Smith. The Marketing of 
Used Cars in Relation to the Sale of New 
Cars. 1939. 

Homer Widener. Premium Merchandis- 
ing. 1939. 

Rutgers University 

Neal Bowman. A Study of Commercial 

Pharmacy in the United States. Completed. 


University of Southern California 

Esperanz Slykhous. The Organization and 
Administration of Education at the Post 
High School Level for the Distributive Oc- 
cupations. July, 1938. (To be published by 
The University Press.) 


University of Wisconsin 
Henry E. Larzelere. (Ph.D., June, 1938). 
Marketing Tobacco and the A.A.A. 


B. RESEARCH IN GOVERNMENT BuREAUS 
Edward L. Lloyd 


Bureau of Agricultural Economics: 


Cotton classing and market news services 
for farmers organized to promote the im- 
provement of cotton are provided for by an 
Act of Congress approved April 13, 1937. 
Funds for putting this legislation into effect 
during the 1938-39 cotton season were pro- 
vided in the Agricultural Appropriations Act 
for the fiscal year 1939. The Division of Cot- 
ton Marketing of the Bureau of Agricultural 
Economics will conduct the new activities. 

Under the provisions of the legislation, 
cotton produced by farmers who are mem- 


bers of one-variety or other improvement 
groups will be classed free, provided, of course 
the groups comply with regulations promul- 
gated by the Secretary. For farmers who 
qualify for the classing services a sample 
from each of their bales will be classed and 
the classification will be mailed direct to each 
individual farmer. 

It is estimated that there are between 
800 to 1,000 one-variety communities that 
are organized primarily for the purpose of 
quality improvement. These communities, 
as well as any other communities that can 
qualify, will likely find the classing services 
helpful to them in improving the quality of 
the crop and in maintaining any improve- 
ment that has already been made. 

In addition to the classing services, the 
legislation provides that market news on cot- 
ton will be disseminated by the Bureau for 
the use of farmers. This information will be 
posted at gins and in post offices or other 
public buildings in the cotton-growing com- 
munities. 

A new “Market News Service” for live- 
stock producers is being established by the 
Bureau of Agricultural Economics in the 
Southeast and Southwest. An office already 
has been opened at Thomasville, Georgia, 
and another one will be established this fall 
at Houston, Texas. 

There is no packing plant at Thomasville, 
but a large area in that region is devoted to 
livestock production and the new office will 
report prices and sales for the entire area. 
This is similar to the service now in existence 
at Des Moines, Iowa. With the recent and 
prospective expansion in livestock produc- 
tion in the Southeast, the belief is that this 
extension of the ““Market News Service”’ will 
prove valuable over a widespread area. 

The Bureau has recently undertaken a 
study of wholesale fruit and vegetable mar- 
kets in the Southeastern States. This study 
is being made in cooperation with the agri- 
cultural colleges in North Carolina, South 
Carolina, Georgia, and Alabama. A number 
of new shipping markets and so-called “‘re- 
gional” markets have been built in these 
states and in some of the surrounding states 
during the past three or four years. A num- 
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ber of these new markets are owned and op- 
erated by the State Governments. 

A series of eleven conferences with repre- 
sentatives of the egg trade, officials of state 
marketing bureaus, state colleges of agricul- 
ture, producer and consumer groups, and 
others was recently concluded. Suggestions 
were solicited with reference to modifications 
and changes in the standards for individual 
eggs and the wholesale and retail grades for 
eggs. Proposed revision of the standards and 
grades shortly will be formulated, based up- 
on suggestions received at the conferences, 
and at later regional conferences further 
comments and suggestions will be obtained 
with a view to preparing final revisions and 
changes in the standards and grades for pro- 
mulgation by the Secretary of Agriculture. 
A study of price quotations of butter and 
eggs is also to be made by the Bureau. 

The Fruit and Vegetable Division of the 
Bureau of Agricultural Economics reports 
that grading standards are being prepared 
for the following commodities: pears for can- 
ning; blueberries for canning, and shelled 
pecans. The grading standards for unshelled 
pecans are being revised. It is planned todo 
investigational work and issue standards for 
grapefruit for canning during the coming 
season. 

The purchase of snap beans for canning on 
the basis of United States Standards was in- 
augurated this season in Maine. Eleven can- 
ners purchased on the basis of the official 
standards. 

The Division is preparing a report on cer- 
tain phases of Louisiana strawberry market- 
ing, principally relating to market distribu- 
tion. 

An extensive survey of Federal and State 
marketing legislation has been made during 
the past year to determine the extent to 
which certain types of laws and regulations 
are affecting interstate commerce in agricul- 
tural products. A report of these studies is be- 
ing prepared and will be reviewed by a com- 
mittee of state agricultural officials and by 
various agencies of the Federal Government. 
It will analyze in some detail the economic 
effects of certain kinds of agricultural mar- 
keting legislation and will suggest ways of 


reducing unnecessary discrimination _ be- 
tween states. The report will probably be 
available early in 1939. 

A bulletin summarizing the results of a 
study of livestock auction markets in lowa 
in 1937 which is being published by the Iowa 
Agricultural Experiment Station will soon be 
released. This is an interesting study dealing 
with the growth of community auctions in 
the state; consignments and purchase of the 
different kinds of livestock; the relative 
number of purchasers among farmers, pack- 
ers and dealers; and a comparison of selling 
charges at auctions and at public stockyards. 

A publication of considerable interest to 
hog producers, packers and students of mar- 
keting is Technical Bulletin No.621 “Shrink- 
age and Dressing Yields of Hogs.” This bul- 
letin summarizes the results of an extensive 
study of shrinkage of hogs in transit after 
purchase by packers at points located at 
varying distances from the packing plants 
where the animals were slaughtered. It is the 
first study of this kind that has been made in 
this country, a similar study having been 
made a few years ago in England. Data on 
more than six million hogs bought by pack- 
ers were used in the study, the data being 
based on individual lots usually representing 
one or two car decks of hogs. Information on 
each lot included date of delivery, place of 
origin, number of hogs, loading weight, de- 
livered weight, dressed weight, the number 
of dead hogs, and the number of condemned 
hogs. 


Bureau of the Census: 


Several releases have been issued on the 
basis of a test or sample Census of Agricul- 
ture carried out in cooperation with the De- 
partment of Agriculture recently. This study 
covered 3,000 farms in the selected counties 
in forty states. The major purpose of the 
study was the testing of preliminary sched- 
ules for the Census of Agriculture, 1930. 
Users of these data are warned that the re- 
leases must not be interpreted as represent- 
ing a sample of sufficient size to justify draw- 
ing accurate statistical conclusions. They are 
merely a by-product of the test census and 
are issued in the hope that they may be 
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roughly indicative. The major purpose of 
this study must be kept in mind and no as- 
surance is given that the sample is accurately 
representative of the entire farm universe. 
The farms covered are undoubtedly some- 
what above the average of all farms in the 
counties covered. The releases include: Farm 
Cars and Tractors Superannuated; Back to 
the Farm Movement Continues; Coopera- 
tive Purchases Increase; Nearly a Third of 
the Farmers Have Income from Other 
Sources; Census Indicates Huge Increase in 
Farm Radios; Farm Living Conditions Show 
Improvement; and The Agricultural Ladder 
Precarious. 


Bureau of Foreign and Domestic Commerce: 


The Bureau has recently issued the fourth 
of a series of studies on advertising in foreign 
countries. This latest publication ‘“Advertis- 
ing in Sweden”’ is designed to give American 
exporters and students of commerce an in- 
sight into Swedish markets, their people and 
buying habits, and such other factual data 
as might prove useful in shaping an adver- 
tising campaign. The character of the Swed- 
ish population such as education, standard 
of living, and purchasing power are analyzed 
as is the effectiveness of advertising in Swe- 
den, the question of advertising allowances, 
cost of advertising, Swedish advertising me- 
diums, copy, agencies, and legislation ef- 
fecting advertising. 

The fifth edition of “World Chemical De- 
velopments” which reviews the principal de- 
velopments in the important chemical 
producing countries, as well as many of the 
major and some of the minor chemical con- 
suming markets was made public during 
July. 

A series of studies devoted to the analysis 
of laws of the various countries with which 
we trade is being prepared by the Bureau’s 
Division of Commercial Laws. Trading Un- 
der the Laws of Canada and Trading Under 
the Laws of Brazil have been recently issued. 
These studies which are devoted to a discus- 
sion of the principle commercial laws of the 
nations studied are of special interest to 
firms engaged in trade with these countries, 
as well as to those who contemplate entering 


these markets and to students of foreign 
trade. Methods of doing business, company 
or corporation law, income tax, and other 
legal matters are discussed in detail. 

The Marketing Research Division has un- 
der way a study of the paint, varnish and 
lacquer industry which will show plant loca- 
tion and capacity. Detailed figures will be 
presented for each county in the United 
States. This is another volume in the Bu- 
reau’s series of studies on the basic industrial 
markets of the United States. These volumes 
portray the basic patterns of particular in- 
dustries. Previous volumes in this series have 
been described in THE JOURNAL OF MARKET- 
ING. 

The retail trade series of the Current Sta- 
tistical Service is being expanded to include 
the publishing of monthly figures from inde- 
pendent stores in the states of Pennsylvania 
and Florida. The inclusion of these states 
will bring the total number of states for 
which this information is available to twen- 
ty-eight, with at least one state located in 
each of the nine geographical regions. Re- 
ports in this expanded service will represent 
about 60 per cent of total sales through in- 
dependent establishments. Data for western 
Pennsylvania are being secured in coopera- 
tion with the Bureau of Business Research, 
University of Pittsburgh, and a monthly re- 
port will be issued for Pittsburgh and the 
Western Pennsylvania area as well as the re- 
port for the state. It is also planned to pub- 
lish sales changes by kinds of business for the 
city of Philadelphia as soon as the sample in 
that area can be built up. The state data will 
be presented to show sales by kinds of busi- 
ness, by city size groups and for individual 
towns and cities wherever the sample is con- 
sidered adequate. 

An economic review of foreign countries 
will be made available in the early fall. These 
materials which deal with economic condi- 
tions in major countries throughout the 
world were formerly Part II of the “World 
Economic Review.” 

A recent publication of value to teachers 
of foreign trade as well as practitioners is ““A 
World’s Survey of the Control of Ocean 
Freight Rates.” This volume deals not only 
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with private and Government control of 
rates but with the measures that have been 
adopted throughout the world for the pre- 
vention of discrimination and unfair prac- 
tices. 

The ‘Commercial Travelers’ Guide 
through Latin America” which was previ- 
ously published as one volume is now being 
issued in a series of smaller publications, 
each dealing with a section of Latin America. 
The new volumes are pocket size, which adds 
to the convenience of air travelers. Part I 
and II have been published, dealing with the 
West and East Coast of South America. Part 
I covers Panama, Colombia, Ecuador, Peru, 
Bolivia, and Chile, and Part II with Argen- 
tina, Brazil, Paraguay, and Uruguay. Such 
subjects as purchasing power and standards 
of living of each of these countries, travel 
routes and sales territories, salesmen taxes, 
regulations on advertising materials, entry 
regulations, currency exchange, and banking 
are covered. The chief commercial centers 
are also discussed in some detail. 

The sixteenth consecutive annual report 
on the “Balance of International Payments 
of the United States” will be available by 
early fall. A new and outstanding feature of 
this year’s issue is a section setting forth in 
some detail the International Creditor-Debt- 
or Status of the United States. Another fea- 
ture is an introductory statement relative to 
the nature, purposes, and methodology of the 
balance of payment statement which will be 
of immense value to students of foreign fi- 
nance. In addition, all regular features of 
previous issues have been maintained. 


C. RESEARCH IN PRIVATE 
ORGANIZATIONS 


Ferdinand C. Wheeler 


The Progressive Grocer: 


This organization has just completed 
a “Case Study of Super-Markets—Essex 
County, New Jersey.” It represents an at- 
tempt to get a close-up picture of super- 
markets as a whole in a particular commu- 
nity in which there has been considerable 
super-market activity. From these data some 
conclusions have been drawn on the posi- 


tion of independents and chains throughout 
the area and their relationships to the super- 
market development. The study contem- 
plates such elements as the number and size 
of super-markets in Essex County, the 
number of employees, the per cent of total 
sales by super-markets, the history of 
super-markets in Essex County, mortality 
and changes, concessions in the food de- 
partments and in non-food departments and 
also a study of location and parking facili- 
ties. For the purpose of comparison, the 
situation in Essex County, New Jersey, 
might be used as an index of the situation in 
other communities where conditions show 
more or less similar characteristics. 


Marketing and Research Bureau: 


This Division of the Domestic Engineer- 
ing Publications of Chicago has been doing 
a considerable amount of research work for 
the benefit of the heating and plumbing in- 
dustries. It has just completed an “Oil 
Burner and Stoker Wholesaler Survey, 
which indicates that, from the point of view 
of the wholesaler, there is a gradual merger 
of the heating and automatic heating in- 
dustries. It shows that as automatic heating 
outlets get into the heating business they 
find it convenient to go to heating whole- 
salers for their boilers, furnaces, pipes, etc. 
And that once such a contact is made, it is 
but a short step to buying their oil burners 
and stokers from the same source. It shows 
that while in 1931 only 5% of the plumbing 
and heating wholesalers were handling oil 
burners or stokers, this percentage has 
grown, in 1938, to nearly 60%. This survey 
and others which have preceded it suggest 
that any marketing man operating in this 
field might find in this organization a valu- 
able source of currently significant material. 


Dun & Bradstreet, Inc.: 


Mid-Year Inventory Survey. The Business 
Trend Survey announced in the spring issue 
of the JourRNAL and described in some detail 
in the July issue, proved to be of such wide 
interest that it was decided to bring the 
inventory portion of the study up to date as 
of June 3oth. If questionnaire returns are a 
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safe index of interest, then the inventory 
problem is certainly a live subject. A very 
simple questionnaire was sent out about 
July 14th to 23,500 concerns who had fur- 
nished useable schedules in last winter’s 
survey. Within two weeks, over 70 per cent 
of these questionnaires and a continued flow 
up to the date of this writing, August 11th, 
has brought the returns above 78 per cent 
with a large possibility of running over 80 
per cent. In addition to this questionnaire 
canvass by mail, the Dun & Bradstreet 
branch offices are making telephone or per- 
sonal calls on about 2,500 of the large cor- 
porations throughout the country, to insure 
that the inventory information is furnished 
in useable form and as promptly as possible. 
The trend of inventories from December 
31st, 1937 to June 3oth, 1938 is being com- 
piled by industries and trades and for the 
United States in total. It is now planned to 
close the returns on August 15th and have 
a prelininary press release available soon 
after the first of September with final, com- 
plete tabulations available in the October 
issue of Dun’s Review. 


JFoint Committee on Radio Research: 

This Committee, sponsored by the 
A.A.A.A., the A.N.A. and the National As- 
sociation of Broadcasters, has issued a report 
on the ‘Estimated Number of Families 
Owning Radio Sets in the United States— 
(as of) January Ist, 1938.” This report gives 
a comprehensive statement of the method 
used; gives tables showing radio set owner- 
ship, for urban (over 2,500 pop.) and rural 
divisions, separately and in totals, by states; 
and gives other tables showing ownership in 
each state—by county. The first tables give 
the populations of each state, urban and 
rural, and the percentage of radio families. 
The estimate resulting from the study is 
26,666,500 radio families or 82% of the es- 
timated number of families in the United 
States. It points out, however, that this is 
by no means the total radio use—it does not 
take into consideration additional radios in 
homes, sets in automobiles and sets in 
stores, restaurants, institutions and other 
such places. The estimate represents the 


number of Aomes having in use at least one 
radio. This study has utility not alone for 
marketing radio sets but, even more par- 
ticularly, for marketing radio broadcasting 
service. It shows with approximate exactness 
just how many potential listeners there are 
and how they are distributed through the 
country. 


MacFadden Publications, Inc.: 


The Division of Marketing and Research 
of this publishing organization, under the 
direction of Everett R. Smith, has just is- 
sued a supplement to its earlier study on 
“Magazine Homes and Branded Merchan- 
dise.” The supplement appears under the 
title of “Age and Income of Those Who 
Buy.” Like the original study, this supple- 
ment is also based upon the survey of Fort 
Wayne, Indiana, where a personal interview 
was had with every twentieth family 
throughout the city. This study, it is be- 
lieved, adds considerably to the existing data 
on product use by income groups. First, it 
covers a wide range of nationally advertised 
products, showing how products of the same 
type, or products of different types, vary 
in income pattern. Secondly, it shows a two- 
dimensional picture of product use by income 
groups: The degree to which a product has 
penetrated each income group and, on the 
other hand, the vo/ume or size of the market 
in one income group as compared with an- 
other. The second dimension, volume, is 
regarded as a necessary element because the 
penetration analysis alone cannot give any 
indication as to the amount of sales or size 
of the market in one income group as com- 
pared with the others. The study develops 
some very interesting and constructive cor- 
relations and conclusions, and is replete with 
tabulations and charts on the various as- 
pects of the subject. It should prove highly 
interesting to marketing men whose prod- 
ucts might be influenced by either or both 
factors—age and income. 


Sears Roebuck 8 Company: 

Primarily for store managers, buyers and 
other specialists within their own organiza- 
tion, this firm has prepared a comprehensive 
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“Study of Consumer Goods Items.” Its 
purpose is to show changes in prices paid by 
consumers for certain typical items during 
the period from 1923 to 1938 together with 
the reasons for such changes. Items were 
selected that were typical of the various 
kinds of goods used by consumers and com- 
monly cor.sidered basic necessities except 
food and fuel. In the rather extensive book 
the items are grouped in the following gen- 
eral classifications: 1. Building lines. 2. Agri- 
cultural lines. 3. Textile and wearing ap- 
parel. 4. Household furnishings and supplies. 
5. Miscellaneous lines. The selling prices 
used in this study were Sears Roebuck & 
Co.’s general catalog selling prices for the 
years covered. These are generally repre- 
sentative of price paid by consumers na- 
tionally. Differences in price level between 
the two periods are explained in brief under 
three headings covering the most important 
causes of changing prices. These headings 
are: 1. The change in raw material costs. 2. 
The change in processing costs (manufactur- 
ing). 3. The change in margin for retail dis- 
tribution. Each section is illustrated by a 
graph which compares the commodity 
prices with prices received by farmers in the 
period covered. Altogether, the work repre- 
sents an interesting and reliable index of the 
price structure over a wide list of consumer 
goods. It has all the elements of a carefully 
conceived and executed piece of research 
work. 


Household Magazines, Inc.: 


Under the direction of Rene Pepin, the 
Bureau of Research and Market Analysis of 
this publication has recently issued an analy- 
sis of magazine distribution and coverage by 
the city-county method. This is a compara- 
tively new method—growing in use among 
advertising and research agencies. Instead 
of using the Census classification of cities, 
the city-county method uses the county as 
its basis—the counties being grouped accord- 
ing to the size of the largest city within 
their respective boundaries. This method is 
thought to present a more accurate picture 
than the older method of grouping popula- 
tion solely by size of city; its outstanding 


advantage is that it restricts the metropoli- 
tan and rural areas to their geographical 
boundaries and includes a substantial num- 
ber of families living in unincorporated 
places who were formerly classified roughly 
as being in cities ““Under 2,500.”” This new 
study shows the distribution and coverage 
of families in the various city-county groups, 
for a list of metropolitan women’s maga- 
zines, and contains tables of circulation and 
per cent coverage for the country as a whole 
and for the several groups of states, set up 
in the customary geographical order—New 
England States, Middle Atlantic States, and 
so on. The report also contains a county map 
of the United States showing the locations, 
in color, of counties whose largest city has a 
population under 10,000; counties whose 
largest city has a population of 10,000 to 
25,000; and counties whose largest city has 
a population of over 25,000. As an example 
of the use of the city-county method of ter- 
ritorial classification and of disclosing the 
relative circulation advantages of several 
magazines this study represents an inter- 
esting development. 


Sales Management: 


Two interesting studies have recently 
been completed by Sales Management under 
the direction of Philip Salisbury, its Execu- 
tive Editor. The first of these is “What the 
Consumer Thinks of Advertising—1938 and 
1934.” This gives the result of a study made 
for Sales Management by Ross Federal Re- 
search Corporation to measure the effect of 
exaggerated claims in advertising, to deter- 
mine the effect of ‘“‘authorities’’ quoted in 
advertising and the extent to which people 
buy products whose merits they believe to 
be exaggerated in the manufacturer’s ad- 
vertising. The survey was made in 25 large 
cities from Portland, Maine to Los Angeles 
and from Milwaukee to New Orleans and 
provided something over a thousand inter- 
views. The findings in this study were com- 
pared with a similar study made in the spring 
of 1934 and perhaps its most significant re- 
flection was that, compared with 1934, 4 
higher percentage of people believed that 
most advertising exaggerates. It also shows 
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that a very high percentage of consumers 
who object to exaggerated statements in 
advertising are turned away to other brands. 
Exaggeration apparently doesn’t pay. This is 
the kind of an article that could profitably 
be read by every advertising agency and by 
every manufacturer who depends upon ad- 
vertising for sales. 

The second study has to do with the selec- 
tion of test markets. It bears the title “‘/d- 
vertising and Sales Executives Pick the Best 
Markets in the Country in Three Population 
Groups.” This is a compilation of the opin- 
ions of 207 executives who mentioned a total 
of 237 possible test cities of various sizes 
and listing the several reasons for their 
selections. From the reasons given, a list of 
the ten most important factors in choosing 
a test market was developed as representing 
a consensus of each of ten categories of 
factors. In view of the importance of text 
markets, this is a very illuminating study. 


Curtis Publishing Company: 


Under the title of ‘““Market Patterns in 
Eight Large Cities,” the Division of Com- 
mercial Research of the Curtis Publishing 
Company has prepared a report based on the 
releases of the Consumer Purchase Survey 
which the Federal Departments of Labor 
and Agriculture have recently completed. 
To portray the structure of these eight mar- 
kets, the Curtis Publishing Company has 
re-organized the data to show the concen- 
tration of total expenditures as between the 
families in the upper half of the income range 
and those in the lower half. The first table 
gives the over-all percentages for each of 
the eight cities. Then follows a series of 
tables giving, for each city, the number of 
families in each half of the income range and 
a breakdown of the proportion of consump- 
tion in fifteen categories of products. This 
comparative picture is followed by an identi- 
cal breakdown of the income range into 
quarters—showing, as might be expected, 
the highest concentration to lie in the 
first quarter and diminishing progressively 
through the second and third down to the 
lowest concentration in the fourth quarter. 
The second phase of the study is an arrange- 


ment of tables to compare the incomes, 
savings or deficits, and family budgets in 
the several cities. The tables illustrating 
“family budgets” show, in percentages, the 
distribution of family expenditures over the 
same fifteen categories of products. The se- 
lection of cities lends special interest to the 
study because the list includes the two great 
metropolitan centers of New York and Chi- 
cago, which may be compared on any point, 
and also six other cities—Providence, Co- 
lumbus, Ohio, Atlanta, Omaha, Denver and 
Portland, Oregon. These latter cities can be 
compared with each other for sectional re- 
flections and with the metropolitan markets 
for the relative effects of size and aggregate 
wealth. Altogether, this is a well ordered, 
significant and constructive presentation; it 
is, therefore, characteristic of its sponsors 
and should have considerable and particular 
utility to anyone marketing or advertising 
on a nation-wide scale. 


Institute of Distribution: 


Under the direction of Paul C. Olsen, the 
Institute has prepared a number of recent 
studies which are of interest as reflecting 
the position and prospects of chain store 
distribution. Among these studies are the 
following: “Js the Chain Store Driving the 
Independent Merchant Out of Business?” 
This is a digest of studies made by various 
research directors in 453 cities throughout 
the United States during the past few years 
and by the United States Bureau of the 
Census covering the country as a whole. The 
tenor of the digest is to the effect: That in 
proportion to the population, there are just 
as many independently owned stores in 
America today as there were ten to fifty 
years ago; that the average life of independ- 
ently owned stores has been at least as long 
as, if not longer, in recent years than it was 
ten to fifty years ago; that the mortality 
rate of individually owned stores has been 
no greater in recent years than the mortality 
rate of independent enterprise prevailing 
ten to fifty years ago; that the opening rate 
of individually owned stores in recent years 
has differed in no significant particular from 
the opening rates which prevailed ten to 
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fifty years ago; that the closed independently 
owned stores have been replaced as fast in 
recent years as in previous periods. From all 
of which, the Institute deduces the conclu- 
sion that there is no evidence that the inde- 
pendent merchant is doomed by the activi- 
ties of chain stores. “Why Independent 
Merchants Fail.” This is a digest of a number 
of studies of the causes of failure among re- 
tail stores. The quoted studies were made 
by various organizations in different parts 
of the country and over a period of years. 
The digest tends to show that there has been 
little change in the causes of failure of in- 
dependently owned stores in all of the years 
covered by the various surveys; that, pre- 
ponderantly, the causes of failure are per- 


sonal characteristics and operating methods 
for which the proprietor alone is responsible; 
that a large proportion of failures is due to 
lack of knowledge and experience. Lack of 
capital, incompetence, inexperience seems 
to be the major causes; while competition 
is clearly shown to have been a very minor 
factor in most of the failures. “Does the 
Consumer Save Money in Chain Stores?” 
This is a digest of a number of studies made 
in various cities, large and small, and by 
various research agencies, tending to show 
in per cent the savings made by the general 
public in dealing with chain stores. This is a 
moot question among marketing men and 
this study throws considerable light upon 
it. 
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Reviews of Books and Digests of 
Leading Articles in Marketing 


THEODORE N. BECKMAN, Editor 








A.—Book Reviews 
Tue Cost Principte 1n Minimum Price 

Recuiation, by Herbert F. Taggart. 

Michigan Business Studies, Vol. VIII, 

No. 3 (University of Michigan, Bureau of 

Business Research, Ann Arbor: 1938), pp. 

iv, 182. 

This volume appears at a peculiarly op- 
portune time. Laws forbidding sales below 
cost have recently been passed in all but a 
handful of States, each based on the assump- 
tion that costs to seller are objectively de- 
terminable. Dr. Taggart’s study is the first 
thorough-going effort to examine this as- 
sumption in detail. He analyzes the com- 
ponents of cost item by item, carefully as- 
sessing the difficulties of defining them and 
the propriety of including them in a mini- 
mum price cost formula. 

Drawing especially upon his N.R.A. ex- 
perience, Dr. Taggart evaluates the feasi- 
bility of applying conflicting cost principles, 
cost systems and cost formulae to the prob- 
lem of definitely fixing individual cost for each 
of the heterogeneous list of items jointly and 
severally marketed by retail outlets of vary- 
ing character, size, location, clientele, in- 
ventory turnover and management. 

In a previous study* to which this forms 
a complement (giving rise to confusing 
double pagination), Dr. Taggart examined 
all the devices (such as average cost, lowest 
reasonable cost, fixed minimum prices and 
individual cost), which were designed to 
establish minimum prices in the N.R.A. 
codes. While his verdict was unfavorable to 

*See Minimum Prices under the N.R.A., Michigan 


Business Studies, Vol. VII, No. 3 (University of 
Michigan: 1936). 


all of them individual cost was found to be 
“the poorest minimum base price of all. 
Very few accountants would argue, if at all 
frank, that it could be used.” In this study 
Dr. Taggart proves that contention to the 
hilt: “The rule against sales below individual 
cost is chimerical and incapable of enforce- 
ment,” p. 8. (The pages quoted here are 
those given in brackets at the bottom.) 

The fundamental reason is obvious to all 
except, it seems, business lobbyists. In Dr. 
Taggart’s words, “Cost accounting is not 
primarily a price-making device. Cost ac- 
countants must prove their worth to the 
management on the ground that they furnish 
facts for the guidance of internal policies.” 
p. 24. Cost figures may be highly useful for 
judging performance within a business, even 
though based on arbitrary conventions, par- 
ticularly in so far as administrative over- 
head, interest on borrowed capital, taxes, 
indirect selling expense, rent, depreciation, 
maintenance and insurance are concerned. 
But they produce fantastic results when 
naively added up to form prices or price 
policy. 

Specific chapters are devoted to such 
topics as defining direct labor and materials, 
determining overhead and applying various 
cost formulae for such cost elements. In a 
highly instructive Appendix are presented 
selected cost formulae prescribed by busi- 
ness executives constituting code authori- 
ties under the N.R.A. for the luggage and 
fancy leather goods industry, the fishing 
tackle, macaroni, furniture, and funeral 
supply industries and the retail farm equip- 
ment trade. The volume does not have an 
index. 
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Dr. Taggart’s conclusions can hardly be 
overemphasized. They should be carved on 
the desks of every state legislator. Prohibi- 
tion of sales below sellers’ own cost is wanted 
by members of industry “‘not because they 
believe that cost can be defined fairly and 
the rule enforced literally but because they 
see in the rule a club with which they can 
force recalcitrants into line. The threat of 
prosecution may be even more effective than 
prosecution itself.” p. 120. This is regimenta- 
tion with a vengeance. Again, ““average over- 
all cost of doing business,’ it is needless to 
say, is seldom if ever a fair measure of the 
cost of selling particular commodities or 
transacting business with particular cus- 
tomers or in a given territory.” p. 121. Laws 
which start out to forbid sales below indi- 
vidual costs gradually assume “the form of 
a rule forbidding sales of goods below a 
built-up ‘cost’ which will be higher than the 
actual cost of efficiently managed concerns 
and high enough to ‘put an umbrella over’ 
those who are loudest in their demands for 
protection—the relatively inefficient mem- 
bers of every trade.” p. 124. “Whatever 
may be said for the rule against sales below 
individual cost in specific trade or industries 
—and it may be that there are situations in 
which the rule is harmless—it is dangerous 
from the overall and long-term standpoint.” 
p. 128. The book should be on the prescribed 
reading list for all persons interested in, or 
affected by, State and Federal Unfair Trade 
Practice Laws designed to prevent sales 
below costs. 

THEODORE Kress 
Stanford University 


Price AND Price Po iciges, by Walton Ham- 
ilton and Associates. New York: McGraw- 
Hill. 1938, 565 pp. $4.00. 

This volume presents the reports prepared 
by the staff of President Roosevelt’s Cabinet 
Committee on Price Policy. The reports 
deal with seven separate commodities: 
automobiles, automobile tires, gasoline, cot- 
tonseed, dresses, whiskey and milk, and 
present the results of a three-year investiga- 
tion into “the structures, habits and pat- 
terns of control, and the complex arrange- 


inents which underlie prices” in these vari- 
ous industries. Introductory and concluding 
chapters written by the author tie together 
the reports of his associates and avowedly 
focus the book upon current issues of price 
policy. But the work is more than a volume 
on price and price policies. It is a history of 
commodity marketing in America, a picture 
of our industrial system today, an explora- 
tion into the realm of business culture. The 
author is too modest in describing his book 
as “‘no more than a prologue to American 
industry,” exhibiting ‘‘a few fragments from 
the world of business.” While the report 
covers but seven industries, these industries 
are so basic and the treatment so thorough 
that one gains a better idea of industry as a 
whole than is set forth in many textbooks 
attempting to cover the entire field. 

The book is written in concrete fashion 
with avoidance of technical vocabulary and 
in a language which is not only understand- 
able but idiomatically colorful. Personal 
opinions are freely expressed and though at 
times individual statements run to extremes, 
they add to the zest of reading what other- 
wise might be the “‘bare bones of items veri- 
fiable by document.” One criticism of the 
book is that it tends to be repetitious, not 
only within each industry report but as be- 
tween sections. Perhaps this is inevitable in 
a work of seven authors. 

The central theme of the book is a plea for 
social planning and control patterned to the 
culture and traditions of industry, but with 
the arts of money making “subdued to the 
necessities of the people.” As the author 
points out in his closing chapter on “The 
Politics of Industry”: “In knowledge, tech- 
nique, and resource, human and material, 
the stuff of a greater abundance is at hand. 
It is only the art of control which we employ 
to turn it to account that lags.” This con- 
cept is well supported throughout in the dis- 
cussion of each industry. In the section on 
gasoline the history of the petroleum in- 
dustry is traced from its early beginnings to 
the present over-built retail structure. Fully 
explained is the insecurity of the independ- 
ents and the need of the major companies 
for control of destructive competition. The 
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waste and depletion of natural petroleum 
resources is attributed largely to the failure 
of the courts to grasp the fundamental 
character of the industry. Final recom- 
mendation is for federal control as the means 
of effectuating basic stability. 

The section on milk is concerned with the 
maladjustment of the big business of the 
milk distributor, hemmed in by the petty 
economy of the farm producer on one end 
and the even lesser economy of the house- 
hold consumer on the other. Prediction is 
made that the present economy of scarcity 
and high price will give way to one of wide- 
spread consumption and low price and that 
the government will finally bring this about, 
stopping neither for milk control boards nor 
A.A.A. agreements. 

The road to lower whiskey prices is 
mapped out, awaiting only the national will 
to push forward on a unified control pro- 
gram. No simple solution is indicated for the 
problems of the cottonseed industry, but any 
solution at all is held impossible without 
social planning. Much the same idea is ex- 
pressed for the automobile tire industry. 

One of the most interesting sections of the 
book is on dresses, an industry concentrated 
both in production and wholesale selling 
within the area of a few New York City 
blocks. A hundred pages tell the story of the 
impact of fashion on business and indicate 
the dilemma of all those who have anything 
to do with this fickle industry. The final 
judgment is that “the dress industry repre- 
sents an intolerable way of life for workers 
who spend their lives under pressure of in- 
tense effort and enforced idleness, and for 
manufacturers and contractors who fight 
grimly a day-to-day battle with their fellow- 
men and finally go to the wall.” 

The layman will welcome this book for its 
illumination of the inner workings of in- 
dustries that seem hopelessly complex; the 
teacher, for its reservoir of information in 
the field of commodity marketing; the 
sociologist for its confirmation of his present 
beliefs and its restatement of old points at 
issue; the political scientist for enlighten- 
ment on the politics of industry. Certainly 
the volume is a significant and challenging 


contribution to the literature on pricing and 
should be on this year’s “must” reading list 
of every student of marketing. 
Davip E. Favitie 
Stanford University 


TraDE Practice AnD Price Law—FEp- 
ERAL, by John W. Norwood. Commerce 
Clearing House, Inc., 1938. New York. 
$3.00. 

The enactment of the Robinson-Patman 
Act, the Wheeler-Lea Act, and the many 
State Fair Trade Laws makes it imperative 
that business men and their professional ad- 
visors have a clear statement of the prin- 
ciples involved in these laws. To meet this 
need, the author of this book sets as his task 
an exposition of the text and meaning of 
these laws as they fit into the general pat- 
tern which has been developed from the 
interpretation of the Sherman Act, the 
Clayton Act, and the Federal Trade Com- 
mission Act, supplemented by the most 
recent legislation. 

In this compactly written book of some 
250 pages one finds a brief history of the 
origin of legal restraint of unfair trade prac- 
tices as it has developed from early English 
law, an exposition of the Clayton Act as 
amended by the Robinson-Patman Act, and 
the Federal Trade Commission Act, sup- 
plemented by the Wheeler-Lea Act. Each of 
these acts is taken up in great detail, phrase 
by phrase, and interpretations made by cita- 
tions to court decisions, or hearings, rulings, 
or decisions of the Federal Trade Com- 
mission, 

A summary outline of the book runs some- 
what as follows. Trade practices within the 
jurisdiction of the Federal Trade Com- 
mission are divided into those which involve 
(1) unfairness under the Commission Act or 
illegality under the Clayton Act or other 
special statutes, (2) interstate commerce, 
and (3) public interest. Unfairness under the 
Commission Act or illegality under the 
Clayton Act is subdivided into two major 
headings, namely, (1) methods that are un- 
fair as against good morals under the Com- 
mission Act, characterized by fraud, decep- 
tion, etc., and the injury of competitors or 
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the public, and (2) methods that are unfair 
under the Commerce Act or illegal under the 
Clayton Act or other special statutes be- 
cause of trade restraining or monopolistic 
nature, capacity or tendency. Unfairness as 
against good morals is briefly and pointedly 
explained with reference to (1) misrepre- 
senting own goods, (2) misrepresentation of 
own business, and (3) disparagement of com- 
petitors’ goods or business; each of which is 
discussed with respect to origin, identity, 
quantity, quality, effectiveness, advantage, 
approval, and price of goods or business; 
(4) deceptive interference, (5) commercial! 
bribery, (6) deceptive selling devices, and 
(7) lotteries and other immoral methods. 
Methods that are unfair because of trade re- 
straining or monopolistic nature, capacity, 
or tendency are subdivided into (1) coopera- 
tion and combination through contracts and 
conspiracies, illegal codes, interlocking di- 
rectorates, etc., (2) coercion and restraint 
through tying agreements, exclusive dealing, 
price discrimination, resale price mainte- 
nance, imposition of arbitrary rates, etc., and 
(3) destructive opposition through selling be- 
low cost, boycott, and harassing practices. 
Brief chapters are devoted to Interstate 
Commerce and Public Interest, jurisdiction 
of the Federal Trade Commission under the 
Interstate Commerce Act, the definition of 
Public Interest as it may be interpreted from 
the jurisdiction of the Federal Trade Com- 
mission, and the Federal Trade Commission 
method of trial procedure. An appendix in- 
cludes a classified list of Federal Trade Com- 
mission rulings, the Federal Trade Commis- 
sion Act, the Sherman Act, the Clayton Act, 
Miller-Tydings Act, Robinson-Patman Act, 
and the Wheeler-Lea Act. 

Probably the chief importance of the book 
lies in its brief, compact, integrated, and 
clearly stated definitional outline of the laws, 
and their interpretation by the courts, which 
have been passed by national and state leg- 
islative bodies, presented with copious cita- 
tions and references, and in such manner as 
to provide a rather complete and compre- 
prehensive pattern of trade regulative legis- 
lation. Second, by means of the citations and 
references, it is a rich index for further re- 


search and understanding. Due to its brevity 
and unsufficient quotation from court deci- 
sions, to the student or the business man who 
desires more than brief statements of fact, it 
provides only an excellent beginning. It 
should be read with access to a law library 
and the decisions and hearings of the Federal 
Trade Commission. 

Business men will find in this book much 
practical information, as well as an index and 
guide to further information. Students of 
Marketing and allied subjects will find it a 
good point of departure for attaining a basic 
understanding of the evolution and definition 
of legal regulation of trade practices. This of 
course is highly important with the increas- 
ing part which legislative bodies are assum- 
ing in marketing practices. Teachers of 
courses dealing with the relationship of gov- 
ernment and business and who desire a short 
text which summarizes and which provides 
adequate references to source material will 
find the book worthy of examination. 

Lewis F. MAnHART 
Bowling Green State University 


LeGcAt PuaseEs oF ADVERTISING, by Francis 
Finkelhor. New York: McGraw-Hill Book 
Company, 1938. 345 pp. $4.00. 

This book does not pretend to be a critical 
or philosophical discussion of the law and its 
relation to advertising, but merely a presen- 
tation of the more important points of sub- 
stantive law which should be understood by 
the advertiser who would avoid legal difficul- 
ties in his advertising endeavors. 

Like all such efforts to bring under one 
cover the law in its relation to a functional 
branch of business, a multitude of subjects 
has had to be encompassed. The outline fol- 
lowed is one easily comprehended by the 
advertiser. The first group of chapters deals 
with legal problems pertaining to the con- 
tents of the advertisement. In this group are 
chapters on the law as it relates to advertis- 
ing ideas, copy, and schemes; the use of 
names and pictures; endorsements, testi- 
monials, and advertising of and concerning 
individuals; lotteries, contests, and games; 
gifts, redeemable coupons and _ trading 
stamps; obscenity, indecency, and profan- 
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ity; and statutory prohibitions against cer- 
tain types of advertisements. 

The second group of chapters deals with 
the law governing relations between the ad- 
vertiser and his competitors. Under this 
heading are chapters on unfair competition, 
trade-mark law, the Federal Trade Act, and 
state fair trade acts, business and corpora- 
tion names, trade-names and trade-marks, 
protection of advertisements, copyright, and 
unfair competition by false and untrue ad- 
vertising, by disparagement and by use of 
lotteries. 

The third group consists of two chapters 
on the legal relationship of the advertiser 
and the consumer. Discussed are the adver- 
tiser’s liability for untrue and false advertis- 
ing, and legislation pertaining to false adver- 
tising. 

The fourth group of chapters discusses the 
problems of various mediums in relation to 
the advertiser. 

A final chapter deals with problems arising 
from the relationship between the advertiser 
and those who assist him in his advertising 
work, such as the advertising agent, adver- 
tising employees, and those mentioned in ad- 
vertisements. 

The volume is a welcome addition, be- 
cause it makes available in one place a state- 
ment of the more important legal problems 
bearing upon the practice of advertising. 
Thus the student, the advertiser, or the law- 
yer has a ready reference volume likely to 
give him at least a start in determining the 
bearing of the law upon this or that adver- 
tising procedure. But the attempt to cover 
so much ground in so small a space means 
that the treatment must be brief, and in 
many instances inadequate in its discussion 
of points in which the advertiser, lawyer, or 
student might be interested. Moreover, some 
important points are presented so succinctly 
that it is questionable whether the lay reader 
would fully grasp the principles laid down. 

The author has given a large number of 
case citations in support of his presentation 
of principles. These case citations provide a 
helpful guide to him who would seek further 
information upon particular problems. Un- 
fortunately the book does not give references 


to various legal texts and articles which elab- 
orate points barely touched upon. To have 
furnished such references would have in- 
creased the reference value of the volume. 

Unfortunately the book was published 
just too soon to have permitted a discussion 
of the important effects of the Wheeler-Lea 
Act and of the new Food and Drug Act upon 
advertising practice. Omitted also is a dis- 
cussion of the fair trade rulings of the Feder- 
al Trade Commission as they relate to ad- 
vertising practice; recent rulings, such as 
those requiring fiber identification for tex- 
tiles and urging the practice of informative 
labeling, indicate a particularly important 
trend of legal control affecting the adver- 
tiser. 

In spite of these omissions—and others 
might be found—the book represents a care- 
ful compilation of legal principles relating to 
advertising which should prove helpful and 
welcome to advertising workers. But, as in 
all such situations, the advertiser should be 
warned not to be his own legal expert be- 
cause such a handy volume is available. 

Nei H. Borpen 
Harvard University 


ProFiTaBLe Pustic Revations, by Bronson 
Batchelor. New York: Harper. 1938. xii, 
252 pp. $2.50. 

The author states in his preface, “leaders 
of industry must now accept the basic fact 
that far-reaching readjustments must be 
made in conformity with a new national so- 
cial consciousness. That consciousness is now 
politically articulate.” 

An important contribution to a new field 
of business literature is this book by Bronson 
Batchelor. Here in a pleasingly readable vol- 
ume is a presentation of the newly created 
philosophy of public relations. The work is 
divided into three parts, dealing respectively 
with “‘the new dimensions of business,” “‘in- 
dustry’s present imperatives,” and ‘“‘new 
methods of approach to industry’s prob- 
lems.” In short, it deals with what has gone 
wrong with the public’s esteem of business, 
why it has happened, and what can be done 
about it. 

“Business men are genuinely alarmed at 
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the translation of that (critical) attitude (of 
the public) into terms of definite political re- 
pression,” writes the author in the first chap- 
ter. “Until the vast majority of corporation 
executives come to believe in and to accept 
these new obligations which rest upon them, 
the public should not be expected to take 
seriously industry’s protestations of its own 
regeneration.” In one of two ways will that 
acceptance be forced on industry, either 
through fear of impending change in our 
economic order, or “through voluntary rec- 
ognition that in its own enlightened self in- 
terest industry must improve its managerial 
technique.” 

Business has neglected to cultivate public 
opinion, with the result that the public’s at- 
titude is one of latent hostility and distrust. 
Favorable public opinion can be won 
through long, patient cultivation, following 
the technique of the politician. Step by step 
the author has analyzed the break-down in 
the good will of the public, through causes 
quite beyond the understanding of many 
business executives. Consumptive desires 
created by advertising which the masses can- 
not gratify; the closing of avenues to equal 
economic opportunity; increased hours of 
leisure giving the worker a sense of freedom 
which makes the regimentation of the fac- 
tory intolerably irksome; the bungling man- 
ner in which lawyers have presented the case 
of business; the entry into politics of the 
labor unions; the incessant reiteration before 
the public by political demagogues of the 
dangers of the money trust; all of these in- 
fluences have been slowly undermining what 
little confidence the public once had in busi- 
ness. 

The task of rebuilding public confidence 
can be undertaken with reasonable hope for 
success by (1) setting business before the 
public in a constructive and humanized light 
through the creation of a symbol of service 
rather than profit; (2) painstaking presenta- 
tion of the case of business to the public; (3) 
leadership which will unfailingly inspire re- 
spect; (4) taking the public into the confi- 
dence of business by publishing all facts in a 
straightforward and understandable man- 
ner; (5) removing from the minds of business 


leaders fear of change; (6) inverting public 
relations policy from the old concept of in- 
terpreting business to the public to inter- 
preting the public to business; (7) smoothing 
out labor misunderstandings under the Na- 
tional Labor Relations Act. 

Public relations leadership is characterized 
by the author as “skilled politico-economic 
guidance.” Not everyone who has the will to 
be a public relations counsel has the requisite 
qualifications. A bit of newspaper training, 
a broad working knowledge of the law, an 
understanding of economics and ability to 
analyze economic facts in the light of public 
reaction, wide political experience and con- 
tacts, and above all personal charm which 
will win and hold confidence, are the quali- 
fications of a good public relations man de- 
scribed by the author. 

The book is compact, logical, and interest- 
ing. It deserves a place in every business 
man’s library. 

C. L. Jamison 
University of Michigan 


CONSUMERS AND THE Market, by Margaret 
G. Reid. New York: F. S. Crofts and Com- 
pany, 1938. xiv, 569 pp., $3.75. 

This book deserves a prominent place in 
any marketing library. Its chief contribution 
consists of a comprehensive treatment of the 
consumer’s interest,—not only in buying, but 
in understanding something of the complex 
processes of marketing and the improve- 
ments that need to be brought about in those 
processes. 

Readers of marketing literature have been 
so bombarded in recent years by books, ar- 
ticles and bulletins espousing the cause of the 
consumer that the time was ripe for a book 
of this sort. Dr. Reid’s work gathers together 
the loose threads of highly specialized discus- 
sions and weaves them into an understand- 
able pattern. This pattern exhibits a notice- 
able conformity to the general outline of 
many current text books in marketing. Such 
a feature makes the book all the more valu- 
able for supplementary purposes in a general 
marketing course. 

The book is challenging, yet sane. Even if 
the reader should disagree with some phases 
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of the new emphasis which permeates the 
work so consistently, he will nevertheless be 
grateful for the wealth of concrete material 
which is made available under one cover. If 
he has read much of the blatant criticism 
which has recently appeared against our 
marketing system, the student of marketing 
will find much to praise in this dignified, 
scholarly evaluation of that system. 

Several early chapters deal with the fam- 
ily as the main consuming unit; how stand- 
ards of living shape consumer choice; the 
problems of the consumer as a buyer. The 
author laments the fact that, as contrasted 
with consumer-buyers, sellers are specialists 
who study consumer behavior by high grade 
talent for the purpose of devising ways of 
confusing rather than enlightening; selling 
goods not to benefit users but because larger 
sales lead to increased profits. She refers to 
the great array of goods for sale; the magni- 
fying of superficial differences through ad- 
vertising; the selling pressure that confuses 
the consumer, distorts his reasoned judg- 
ment and makes it important that advice 
from impartial sources be secured. 

“Consumers meet the economic system in 
the retail market. What lies beyond is a com- 
plete mystery.” This statement serves to 
suggest the author’s justification for corre- 
lating her study of the problems of the con- 
sumer with a rather full descriptive treat- 
ment of marketing practices and policies. A 
painstaking attempt is made to show how 
the consumer’s problems can be reduced in 
difficulty by changes in those practices and 
policies and by the improvement in the in- 
formation on which to base decisions. The 
project thus outlined calls for a long succes- 
sion of chapters which depict the shortcom- 
ings of our present market in which producers 
attempt to control demand rather than to 
follow it. The various forms of waste and in- 
efficiency are attributed to “the ideology of a 
business world which seeks private profit on 
a short-time basis and fails to interest itself 
in efficiency in the widest sense.” 

It is in connection with this rather causti- 
cally critical section of the book that the 
reviewer is tempted to maintain that due 
recognition has not been given to several 


contingent circumstances. Is it not altogeth- 
er possible that, operating in a system that 
must of necessity yield but slowly to change, 
the vendor of goods must often follow op- 
portunistic tactics in order to survive? Then 
too, while deploring the weaknesses of our 
present processes of marketing, should we 
not take full cognizance of the fact that some 
degree of dependence can be put upon the 
integrity of producers and middlemen? In 
recent years, at least, have we not had con- 
siderable evidence that many businesses 
have found it to be “good business” to help 
the buyer buy intelligently? 

Even the casual reader might note that as 
many as seven chapters are devoted to the 
various types of retail institutions while the 
treatment of wholesaling is negligible. In the 
consideration of advertising sixteen pages 
are devoted to critical comment whereas the 
advantages of advertising are summarized in 
one paragraph. The main business of the 
book, however, is to deal not so much with 
compliment as with complaint. It does this 
job particularly well in an excellent brief for 
informative labeling. 

There is nothing of the dogmatic or strict- 
ly partisan in the treatment of recent legis- 
lation bearing upon such subjects as price 
competition, discounts, fair trade and pric- 
ing. Four carefully written chapters deline- 
ate the impact of competition, pricing and 
price regulation on the interest of consumer 
buyers. The concluding chapter provides a 
careful evaluation of current developments 
in consumer education and a plea for the 
fuller recognition of research as a basis for a 
program for making the consumer an effi- 
cient buyer. It is this objective, sanely and 
thoroughly championed, that gives this book 
unity and worth-while quality. 

Huserrt E. Bice 
Syracuse University 


How To Se.t sy Matz, by Earle A. Buckley. 
New York: McGraw-Hill Book Co. Inc., 
1938. 212 pp. $2.00. 

The key-note of Mr. Buckley’s book is 
struck in his preface when he insists that his 
book is about the kind of letters and direct 
mail “that must produce, in direct orders, 
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sufficient to pay the cost of the mailing and 
show a profit. In other words ‘sell in the title 
really means sell. It does not mean ‘influ- 
ence’.” With his objective thus clearly 
defined, the author plunges with brief intro- 
duction into the Fundamentals of Mail Sell- 
ing and takes the reader into the technique 
and procedure of successful mail campaigns. 
A worthy restraint is shown in the succinct 
treatment of the phraseology of sales letters 
where buying motives are reduced to the few 
fundamental reasons which prompt purchas- 
ing. The author’s classification of these mo- 
tives includes economy and profit; comfort, 
pleasure, protection, and convenience; social 
and cultural advancement; and the feeling of 
importance or self-esteem. Certainly this 
brevity is refreshing after the long check list 
too frequently found in similar books. 

While the author provides specific answers 
to many of the problems of those who sell by 
mail, and frequently commits himself with 
opinions on controversial questions, he is 
quick to recognize and recommend the ne- 
cessity of testing variant procedures in par- 
ticular cases. His emphasis on test mailings, 
the maintenance of adequate records, and 
consistent follow-ups for products requiring 
this technique, is well placed. Fourteen pre- 
dictions of the results likely to be obtained 
by using different types of mailing pieces, 
different classes of postage, and different 
mailing days, constitute a nice summary of 
some of the more valuable of Mr. Buckley’s 
findings. Chapter 21, with its selected Ques- 
tions and Answers, provides a certain 
amount of legal information concerning laws 
and postal regulations pertaining to selling 
by mail, and should encourage the reader to 
subscribe to the Mai/ Order Fournal, the au- 
thor’s source of much of this material. 

How to Sell by Mail contains 18 illustra- 
tions of representative mailing forms and 
records, and several textual reproductions of 
successful sales letters. 

Hissert D. Corey 
College of William and Mary 


THe MarkKeETING OF TEXTILES, by Reavis 
Cox. Washington: The Textile Founda- 


tion, 1938, 367 pp. 


This is the third in a series of four text- 
books prepared under the direction of Dr. 
Alfred H. Williams for The Textile Founda- 
tion. In line with the Foundation’s interest 
in training men for the textile industry, the 
books were written to furnish teaching ma- 
terials which would illustrate the application 
of the principles of economics to the textile 
business. 

Because of his experience as market editor 
of The Fournal of Commerce and as a teacher 
of Marketing at the University of Penn- 
sylvania, Professor Cox is_ particularly 
well qualified to write a textbook on mar- 
keting. Considerable material presented in 
the book was secured in personal interviews 
with textile men, made either by the author 
or by the field staff employed in a closely re- 
lated study at the University of Pennsyl- 
vania. 

The first fourteen chapters of the text are 
largely descriptive and they deal with the 
methods used in marketing raw fibers and 
textile products. The textile fibers considered 
are: cotton, wool, silk, and rayon. The textile 
products made from these fibers include: 
yarns, grey goods and finished fabrics. In the 
marketing of grey goods, the services per- 
formed by middlemen, such as converters, 
selling agents, cloth brokers, and commission 
finishers, are described in detail. In discuss- 
ing the marketing of finished fabrics, the 
author makes a clear-cut distinction among 
consumers’ goods, industrial goods, and cut- 
ters’ goods. 

The remaining nine chapters deal with the 
major problems encountered in the market- 
ing of textile products. Chapters fifteen and 
sixteen are concerned with the influence of 
styles and fashions; chapters seventeen, 
eighteen, and nineteen deal with problems of 
pricing and the minimizing of price risks. In 
chapters twenty, twenty-one, and twenty- 
two, the author discusses other important 
marketing problems that are common to tex- 
tiles at all stages, such as the concentration 
of textile marketing in New York City, 
devices for sales promotion and their uses, 
and problems arising from “unfair” compe- 
tition. 

In the final chapter, suggestions are given 
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for improving marketing conditions in the 
industry with a view to reducing marketing 
costs. Because of the complexities of market- 
ing in the textile industry and the large num- 
ber of middlemen involved, opportunities for 
mistakes in judgment are many. It is prob- 
able that the biggest gains will be made, not 
by the spectacular techniques of widespread 
mergers, consumer movements, and govern- 
ment controls, but by the gradual accumula- 
tion of information and skill which makes it 
possible for individual business men and in- 
dividual consumers to pursue their activities 
more efficiently. 

The book is well written and shows evi- 
dence of the use of 2 carefully prepared out- 
line. A beginning student in marketing 
would have no difficulty in understanding it, 
and after reading it he should have a good 
general idea of the marketing setup in the 
industry and the chief marketing problems 
involved. 

Because of the purpose for which the book 
was written and the scope of the subject cov- 
ered, the treatment is not exhaustive and a 
student who is particularly interested in the 
marketing of a single product would do well 
to supplement his reading. For example, if 
he is interested in the marketing of raw cot- 
ton he should read Garside’s ‘“‘Cotton Goes 
to Market.” If he is interested in the market- 
ing of silk and rayon he would find it advan- 
tageous to read “Production and Distribu- 
tion of Silk and Rayon Broad Goods” by 
Copeland and Turner. The author includes a 
short bibliography of well-selected books at 
the close of each chapter for the use of those 
who wish to go further into the subject under 
discussion. Statistical material is interesting- 
ly presented in the form of maps and charts. 
In the reviewer’s opinion, charts showing the 
chief channels of distribution might well 
have been included. However, from the ped- 
agogical standpoint, possibly it is better for 
students themselves to prepare such charts 
from the text and reference material, since 
complete diagrams, such as those printed in 
the Report of the Joint Commission of Agri- 
cultural Inquiry, are usually hard to follow. 

Ma tcoim D. Taytor 
University of North Carolina 


Evements oF Retait MERCHANDISING, by 
John W. Wingate and Norris A Brisco. 
New York: Prentice-Hall, Inc., 1938. Pp. 
XVi, 475. $4.00. 

This latest addition to Prentice-Hall’s Re- 
tailing Series is a welcome addition to the 
literature of Retailing so far as the analytical 
and statistical aspects of retail merchandis- 
ing are concerned. It is not, however, an ele- 
mentary nor a comprehensive treatment of 
the principles of retail merchandising, as one 
might reasonably expect to find in a book 
with such a title. It is possible to obtain an 
adequate coverage of the field of retail mer- 
chandising only by using Elements of Retail 
Merchandising in conjunction with Buying 
for Retail Stores, a companion book by the 
same authors published in 1937. 

In the Foreword, Dean Brisco states that 
Elements of Retailing Merchandising “has a 
definite threefold purpose. It aims, first, to 
present the fundamental principles underly- 
ing merchandising; second, to present actual 
problems that confront the buyer and mer- 
chandise manager; and, third, to meet 
pedagogical requirements by combining text 
and cases to present the subject.” (p. v) 
From the viewpoint of the reviewer, this 
threefold purpose has not been accomplished 
satisfactorily. The presentation of the funda- 
mental principles underlying retail merchan- 
dising, interpreted in the light of the author’s 
definition of merchandising, is incomplete, 
particularly with reference to the buying 
function. The authors are aware of this situa- 
tion, apparently, for they refer the reader to 
Buying for Retail Stores for further informa- 
tion on this particular subject. Few actual 
problems confronting buyers and merchan- 
dise men are found in the book, although it 
is recognized that differences of opinion exist 
as to what constitutes an actual problem. 

In “combining text and cases to present 
the subject” the authors proved disappoint- 
ing to the reviewer. This disappointment, of 
course, may be attributed to misunderstand- 
ing of the authors’ use of the word “case.” 
It is presumed that the word is used in the 
following manner: “A case is the broader 
term, as contrasted with problem, including 
all types of business situations that require 
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analysis and decision. Many cases have to do 
with matters of policy, and accordingly have 
no clear-cut, generally accepted solutions.’ 
Interpreted in this sense, there are very few 
business situations given in which the reader 
is called upon to exercise judgment and rea- 
soning power in analyzing given facts in 
order to arrive at logical decisions. 

Despite these shortcomings, the book has 
considerable merit when used under condi- 
tions for which it was planned. Chapter IV, 
“Inventory Valuation and Perpetual Inver- 
tories”; Chapters XIII and XIV on “‘Mer- 
chandise Policies”; and the three concluding 
chapters entitled, respectively, “Special 
Phases of Profit Computation,” Special 
Phases of the Retail Method of Inventory,” 
and “Special Phases of Expense Classifica- 
tion and Distribution,” are of particular val- 
ue in providing information not given gener- 
ally in the more advanced treatments of the 
subject. 

On the whole, however, the material is 
much too technical and specialized for use 
as required reading in any except advanced 
courses in specialized schools. It is probable 
that the book will find widest acceptance 
among retail store buyers, department man- 
agers, and other merchandising and control 
executives. 

Elements of Retail Merchandising, like sev- 
eral other books written individually or 
jointly by the authors, contains considerable 
information substantially the same as that 
given in other of their books. It would seem 
that the time and effort expended could be 
directed more advantageously to the inten- 
sive cultivation of closely related fields. It 
should be made clear, however, that the au- 
thors are developing their textbooks to fit 
the needs at New York University School of 
Retailing. Moreover, the dynamic nature of 
retailing and the school’s cooperative ar- 
rangement with New York City department 
stores, make it necessary to revise continu- 
ally the material taught in the class room so 
as to keep it up-to-date. 

Organization of the material could be im- 
proved. The authors recognize the impracti- 


1 Wingate, John W. and Schaller, Elmer O., Problems 
in Retail Merchandising (Revised Edition) 1937, p. v. 


cability of attempting to cover the entire 
book in a one-term course and offer sound 
suggestions for omitting three chapters when 
such action is necessary. They offer, also, 
valid suggestions for using the book during 
a two-term course. In this connection the 
proposal is made that “‘Wingate’s Retail 
Merchandise Control may be used as an addi- 
tional text to provide a more thorough treat- 
ment of the planning and control phases of 
merchandising” (p. viii), yet only two cross 
references of a general nature are made in 
these particular chapters to this source. Al- 
though the authors’ suggestions should 
prove helpful to instructors considering the 
use of the book in one-term or two-term 
courses, other changes are probably in order. 
It would appear more logical to follow Chap- 
ter I, “Scope of Retail Merchandising,” with 
“Merchandising Policies,” discussed in Chap- 
ters XIII and XIV, rather than conform to 
the present arrangement of chapters. Be- 
cause merchandising policies establish the 
aims and objectives of the business, as well 
as the approximate lines of action to be fol- 
lowed in accomplishing these, it is evident 
that such policies should be settled very 
early. A policy, for example, that governs the 
kinds of merchandise to be carried is funda- 
mental in determining the type of store op- 
erated. 

Too little attention is given to footnote 
references indicating other sources of infor- 
mation. Although the authors are widely 
known and accepted authorities in depart- 
ment store retailing, the value of their books 
to instructors and students would be materi- 
ally increased if these books were footnoted 
carefully and sources of collateral informa- 
tion indicated. 

The questions at the end of each chapter 
place too much emphasis on memory and too 
little upon thought and judgment. In prac- 
tically all cases they call for mere restate- 
ments of material presented in the chapter; 
in some, however, the information given is 
inadequate to answer the questions. For ex- 
ample, in discussing very briefly the ‘“‘mis- 
cellaneous methods of retailing” in Chapter 
I, the authors state—“Of growing impor- 
tance today are supermarkets, located in ac- 
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cessible but outlying locations and offering 
very low prices with little service. These are 
handling an increasing share of the grocery 
business and many handle general merchan- 
dise as well” (p. 7). With this scanty treat- 
ment the student is expected to answer 
—‘‘What is a supermarket? Why is it im- 
portant today?” (p. 18). 

The “Selected Bibliography” (pp. 465- 
466) is not sufficiently comprehensive and 
shows evidence of having been hastily pre- 
pared. There are inaccuracies in the names 
of publishers, publication dates, and in au- 
thors’ names. 

Desert J. Duncan 
Northwestern University 


O?ERATING REsuLTs OF DEPARTMENT AND 
SPECIALTY SToRES IN 1937, by Carl N. 
Schmalz. Boston: Harvard University Bu- 
reau of Business Research, May, 1938 
(Bulletin No. 16). 34 pp. $2.50. 

This is one of the annual studies of operat- 
ing results of department and specialty stores 
made by Professor Schmalz. In addition to 
presenting and analyzing the data, the au- 
thor indicates that the major problems of de- 
partment store executives in 1937 arose from 
the cyclical decline in business, higher labor 
costs, and heavier taxes. It is also his opinion 
that among the long-run problems pressing 
for attention are those that deal with the 

1. Interpretation of general business con- 

ditions 

2. Expense control and reduction 
. Labor relations 
4. Adaptation of the department store to 

changing consumer demand 

5. Simplification of procedures and organ- 

ization 

6. Competition from low-cost distributors 

7. Research of an internal nature. 


w 


EXPENSES AND Prorits oF LimiTED PRIcE 
VariETY CHAINS IN 1937, by Stanley F. 
Teele. Boston: Harvard University Bu- 
reau of Business Research. July, 1938 
Bulletin. 

This annual study presents an analysis of 
pertinent data bearing on the operating ex- 
penses and net profits of limited price variety 


chains with a comparison of data for several 
years. It points to a rising cost of doing busi- 
ness attributed largely to increases in ex- 
penses for salaries and wages, taxes, and ad- 
vertising. Of the dollar paid by the consumer 
63.1 cents represents the net cost of mer- 
chandise sold, 32.6 cents cover operating ex- 
penses including interest, and 4.3 cents are 
left as net profit. 


B.—Dicests or Some LEADING ARTICLES 
ON MARKETING FROM THE SCIENTIFIC 
JouRNALS 


By Reavis Cox, University of Pennsylvania 


Recent issues of the journals offer little of 
broad interest to general students of market- 
ing. However, attention may well be called 
to a few articles. 

The Annals of the American Academy of 
Political and Social Science for May, 1938, 
contains two articles on co-operation in Swe- 
den: “The Consumer Co-operative Move- 
ment in Sweden,” by Mauritz Bonow, and 
“Agricultural Co-operation in Sweden,” by 
G. R. Ytterborn. Both authors are officials 
of Swedish co-operative organizations and so 
write at first hand. Much of what they have 
to say will be familiar to marketing men; but 
some historical and statistical data will be 
new. It is interesting to note, in view of the 
tremendous interest the Swedish consumer 
co-operatives have aroused in this country, 
that Mr. Bonow estimates the share of these 
organizations of Sweden’s wholesale trade to 
have been about 3 per cent in 1937, and their 
share of the country’s retail trade between 
11 and 12 per cent. In contrast, Mr. Ytter- 
born says that the agricultural co-operatives 
handle more than 60 per cent of the output 
of Sweden’s principal agricultural products, 
chiefly foodstuffs. 

Rolf Nugent, writing on “Tendencies in 
Consumer Financing,” in the Yournal of the 
American Statistical Association for March, 
1938, says that the volume of consumer cred- 
it expanded sharply from 1934 until the early 
fall of 1937, when it turned downward after 
reaching a peak close to that of 1929. The 
expansion reflected a spread of consumer- 
credit agencies into parts of the country not 
well served before 1929, the development of 
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credit unions and personai-ioan departments 
in commercial banks, and the extension of 
credit merchandising to new goods and serv- 
ices, such as electric refrigerators, home 
moving-picture outfits, sea cruises, coal, fire 
insurance, and house repairs and alterations. 
Pressure for this expansion came from sales 
competition among merchants, an increase 
in the purchase of durable goods by consum- 
ers, insurance by the Federal Government of 
credit contracts for home modernization, 
and cheap money. Mr. Nugent comments 
that consumer credit raises many important 
problems but calls special attention to the 
tendency for changes in consumer credit to 
accentuate upward and downward move- 
ments in business cycles. 

Business offers many examples of the mul- 
tiple pricing of identical commodities which, 
as price policies, have attracted curiously lit- 
tle attention from students of marketing. 
Examples are milk prices varying according 
to use, night and day telephone tolls, normal 
versus “‘sale”’ prices in retail stores, varying 
prices for the same goods in different units 
of a chain store, and varying prices for iden- 
tical goods under different brands. C. Emery 
Troxel, under the title, ““Class Prices for Gas 
and Electricity,” in the American Economic 
Review for June, 1938, undertakes to analyze 
a conspicuous instance of multiple pricing— 
the classification of gas and electric custom- 
ers by public utilities and application of dif- 
ferent rate schedules to the various classes. 
He argues that utility rates seem to conform 
to the conclusion of theoretical reasoning 
that a monopoly will seek to maximize its 
profits by charging the highest rates to cus- 
tomers whose demand is least elastic and 
lower rates for other classes of customers in 
accordance with the increase in the elasticity 
of their demand. His discussion continues 
with a consideration of the defenses com- 
monly made of price discrimination by the 
utilities and of the problems the practice 
raises for regulatory commissions. 

Four articles in the Fournal of the Ameri- 
can Statistical Association for June, 1938, will 
also be of interest to some highly specialized 
workers in the field of marketing: 

“The Reliability of Preliminary Price In- 
dexes,” by Walter B. Garver, analyzes the 


extent to which a preliminary index of farm 
prices computed in Minnesota since 1910 by 
the relatively simple process which uses 
quantities sold in a base period as weights 
has produced results different from the more 
laborious, slower, and more expensive proc- 
ess of using the “Fisher ideal formula,” 
which takes both the quantities of base period 
and the quantities sold in the current period 
as weights. His conclusion is that the answer 
to the question, “Is the difference worth the 
extra labor?” varies with circumstances. For 
some commodities the difference is negligi- 
ble, for others large. He offers some sugges- 
tions of value to those who compute price 
indexes and are under pressure to get their 
figures published quickly. 

“New Indexes of Production and Trade,” 
by Norris O. Johnson, describes the compu- 
tation of a revised index of production and 
trade worked out by the Federal Reserve 
Bank of New York to supplant an index of 
the volume of trade formerly published. The 
new index is “designed as a measure of pro- 
duction (including construction), together 
with trade in newly-produced goods and 
services.” 

“Variations in Family Living Expendi- 
tures,” by Dorothy S. Brady, offers some 
further refinements in the analysis of statis- 
tical data collected by the Study of Consum- 
er Purchases. 

“Residual Relationships and Velocity of 
Change as Pitfalls in the Field of Statistical 
Forecasting,” by Leon E. Truesdell, dis- 
cusses briefly some important sources of er- 
ror in statistical forecasting. This article will 
be useful to those who perform such proc- 
esses as estimating the present or future 
population of cities from data collected in 
past censuses. 


C.—Dicests or Some LEADING ARTICLES 
on MARKETING FROM TRADE JOURNALS 
By Henry A. Burp 


University of Washington 


Emptoyep Women, by Frank R. Coutant. 
From Advertising and Selling, June, 1938. 


The more than 10,000,000 employed wom- 
en in the United States must be considered 
as a distinct class in any survey on consumer 
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habits. They have developed an entirely dif- 
ferent marketing technique from that of un- 
employed women. They do their marketing 
after work at night, which has necessitated 
a different type of store to fill their needs. 
They are more progressive in their buying 
because they are willing to replace the old 
with something new and better. They do not 
spend foolishly the money they have earned. 
They are shrewder, more worldly-wise, less 
tolerant of bunk advertising, less ready to 
accept what they are told they should buy, 
better judges of values. They want more 
facts and realism in their advertising. 


Wonper Breap AnD Circuses. From For- 

tune, July, 1938. 

Last year Continental Baking Company 
sold 707,250,000 pounds of Wonder bread 
for $52,609,000, which with 107,820,000 
pounds of Hostess cake brought the com- 
pany’s gross to $69,215,000 and provided a 
profit of $4,151,000. Continental does the 
biggest bread baking business in the country 
because of George Gottfried, vice president in 
charge of sales, whose job it is to see that 
Wonder bread and Hostess cake catch the 
favor of the nation’s grocers, and Cedric Sea- 
man, advertising manager, whose job it is to 
see that these products catch the eye and ear 
of customers. 

It actually costs Continental more to de- 
liver a loaf of bread from bakery to grocery 
store than it costs to manufacture it. 

The total cake market is far more readily 
subject to expansion than is the bread mar- 
ket. The housewife is still every baker’s chief 
competitor. A bread baking company can ex- 
pand only by taking customers away from 
its competitors. Selling bread is like selling 
cigarettes. The company must plant the 
brand name and the brand buying habit in 
the minds of customers. Competition among 
the leaders is rarely put on a price basis. As 
with cigarettes, bread prices are “‘sticky.” 
Retail prices are in effect set by the whole- 
saler and often printed on the wrapper. 

Gottfried’s latest sales device is the 1-2-3 
(Look, Feel, Smell) test. Seaman splits his 
advertising appropriation (3% of the last 
quarter’s net sales) 50-50 between radio and 
newspapers. His singing Happy Wonder 


Bakers and Pretty Kitty Kelly’s amorous 
exploits catch the ears of housewives over a 
CBS network each morning. The big colored 
newspaper ads appeal to the housewives with 
their hints about reducing and looking like 
movie stars. Continental is scarcely the only 
company that hangs its sales on high-pow- 
ered merchandising and low-brow advertising. 


Wuo is Goinc To Seti, Tomorrow’s 
Goops? by Saunders Norvell. From Na- 
tion’s Business, June, 1938. 

There is need for better selling and a re- 
duction in the cost of selling. Waste in sales 
management is proved by the fact that in 
the past twenty-five years production has 
doubled but the volume of sales per salesman 
has decreased and the cost of sales has in- 
creased regardless of the improvement in ad- 
vertising, roads, automobiles, and telephone. 

Competition is, of course, one factor con- 
tributing to this condition. There is an in- 
creased number of salesmen and selling 
facilities making each order smaller than 
those of the past. Through the radio, news- 
papers, and magazines, business is doing a 
good but expensive job in calling attention 
to what it has to sell. What is needed is a 
more careful analysis of selling methods to 
determine those that are unprofitable so they 
can be eliminated. 

Great salesmen must get out of businesses 
that are drying up and into lines that will 
give them a chance to show their ability. The 
super-salesman is born, but you can take the 
run of the mill and, by training, create a 
fairly good salesman. The basis of success is 
in human relations. Some qualifications are 
cheerfulness, optimism, friendliness, knowl- 
edge of the business, and a desire to rise to 
the top. Young men of today show a decided 
tendency toward large corporations rather 
than starting a business for themselves. This 
may be attributed to the fact that they start 
later in life, having spent more years in 
school than previously, and want to work up 
quickly. 


CoopEeRATIVE RETAILING AS A COMPETITOR 
IN THE ConsuMER Market, by Paul T. 
Cherington. From Advertising and Selling, 
June, 1938. 
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Cooperative retailing associations have 
characteristics which make them a baffling 
subject for calm discussion. Just because 
they are cooperative, they are in certain re- 
spects outside the field of cold blooded busi- 
ness. However, their survival depends on 
their ability to compete with private enter- 
prise on a strictly business basis. 

The retail picture is often distorted by 
three non-commercial aspects of cooperatives 
as: 

1. Expressions of a philosophy 

2. Devices for fighting monopoly 

3. Social service devices. 


In a philosophical sense, cooperatives are 
retail enterprises organized in protest against 
the profit system. We have had them for a 
century. They have prospered during depres- 
sions and declined with prosperity. The gas- 
oline and oil cooperatives of the middle west 
are the best recent example of the fight 
against monopoly. As social service enter- 
prises, the cooperative thrives in certain so- 
cial groups and in remote regions. But in the 
long run their permanence depends on their 
ability to compete with private enterprise. 

So far as figures are available for compari- 
son, they seem to show (1) that cooperatives 
have a more adequate volume, typically, 
than do private stores, (2) that so far they 
have not become a competitive element of 
more than incidental importance in any 
trade or state or locality, (3) that their rec- 
ord of profits, including patronage dividends, 
while good, is not brilliant. 

Cooperatives are definitely above the level 
of the great “incompetent 41%” of the or- 
dinary retailer, but they offer no panacea for 
the ills of retail distribution nor are they des- 
tined to make heavy inroads on private en- 
terprise in this country. 


Mrs. Consumer, by Mrs. Bert W. Hender- 
son. From Printers’ Ink, June 16, 1938. 
Mrs. Consumer is a composite person, 

made up of four definite and distinct types 
of individuals. There is the reformer type, 
the philanthropic type, the selfish type, and, 
most numerous, the inert consumer willing 
to let the other types do the pioneering. 


The reformer type always has a definite 
idea for improvements. Common sense 
should tell you not to thwart her, but to give 
her a chance to talk. You may agree or not, 
and may find a way of compromise beneficial 
to both. 

The philanthropic type is your strongest 
ally. Women trust her and you can too be- 
cause of her open mindedness and desire to 
be fair to all. 

The selfish type should be ignored. Her 
information is generally so superficial and 
second-hand that you will realize at once her 
unimportance as a practical factor. 

The inert type really needs your con- 
sidered attention. Because of her majority 
in number she is often the deciding factor. It 
is to her your efforts should be addressed. 

You have made Mrs. Consumer price con- 
scious rather than quality conscious. In the 
world of tomorrow you will have to re-edu- 
cate her on the value of quality. She wants 
to get the best possible value for her money 
and avoid spending mistakes. Instead of half 
truths and over-exaggerations why not tell 
her the simple truth, even in your implica- 
tions. 

Mrs. Consumer likes recipes and sugges- 
tions for the use of articles. She likes stable 
prices. She wants to be shown how to elimi- 
nate her buying mistakes. She wants quality 
differences adequately told. 


Wuat THE CONSUMER THINKS OF ADVER- 
TISING—1938 AND 1934. From Sales Man- 
agement, September 1, 1938. 

The results of a nation-wide survey made 
for Sales Management by the Ross Federal 
Research Corporation show conclusively 
that consumers are becoming more critical 
of advertising claims and inclined to disbe- 
lieve the majority of advertisers because the 
minority exaggerate or are downright dis- 
honest; young and old, male and female, are 
less naive, more sophisticated. 

The survey gains significance because the 
findings may be compared with an identical 
survey made in 1934. The trend is distinctly 
less favorable. Four years ago the majority 
believed that reasonable facts characterized 
advertising more often than exaggerated 
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claims; today the majority belief is that most 
advertising exaggerates. Four years ago two- 
thirds of the consumers were more likely to 
believe the national advertiser than the re- 
tail merchant; today the percentage has de- 
clined to one-half. Only a relatively small 
number of people buy a product if they 
think the advertising is highly exaggerated. 
Half again as many people said in 1938 as in 
1934 that advertisers do not tell them all 
they want to know, with the demand for 
more facts more noticeable among women. 

On the question of authorities, the votes 
for “meets standards set by the Federal 
government” jumped 40% this year as 
against 1934, when they also were high. 
That “authority” led all others by a con- 
siderable margin. Laboratories maintained 
by publishers improved their showing; de- 
clines were registered for other authorities, 
especially the testimony of movie stars, 
athletes, and society women. 


Ricip Prictnc Detays Recovery, by 
Charles F. Phillips. From Advertising and 
Selling, June, 1938. 

Price structures should be kept flexible, 
especially in times of recession, to meet 
declines in purchasing power and to promote 
business turnover. 

During the past few months a number of 
business papers and trade associations have 
conducted a campaign against manufac- 
turers and middlemen who practice price 
cutting. But in view of increasing unemploy- 
ment and wage cuts the maintenance of 
prices at the present time must mean a fur- 
ther decrease in the consumption of goods. 
It needs to be emphasized that it is the price 
cutter who is paving the way for recovery. 
He is putting merchandise on sale at prices 
the public is willing and able to pay. This 
not only encourages more consumption and 
an immediate higher standard of living but 
also results in reduced inventories in the 
hands of wholesalers and manufacturers. 

The inflexibility of prices of well-known 
manufactured goods in certain fields has 
been increased by the adoption of fair trade 
contracts under which the retailer is unable 
to cut prices on goods the consumer wants. 


For a real recovery purchasing power must 
arise out of production rather than out of 
government spending. Business men profess 
to fear government spending. If they want 
to stop it, let them adopt adequate price 
policies. At the present time business leaders 
might clear the stage by checking indiscrim- 
inate condemnation of the price-cutter. 


ADVERTISERS SHOULD HEED SiGns oF TIMEs, 
by Clara Brown Lyman. From Printers’ 
Ink, September 1, 1938. 

In the midst of screaming headlines, flash- 
ing electric signs, provocative illustrations, 
compelling copy, there has, suddenly but 
definitely, become apparent an unmistak- 
able mandate on the part of the public for an 
immediate return of those basic principles of 
simplicity, decency and uplift that are inher- 
ent in every human soul. If advertisers are 
not aware of this trend, they soon will be, for 
there is no question that the consumer revolt 
is on. 

In the campaign for a quick return to 
decency in press and poster there is a great 
army—composed largely of women—voice- 
less but terribly powerful, of those whose 
daily needs and eternal longings for things 
they must have and do make them the ob- 
jective of every advertising drive. These 
women, educated and illiterate, are tired and 
sick of ugly presentations of things that 
might be sold through beauty or simplicity 
of expression and illustration, of exaggera- 
tion where there should be much more per- 
suasive truth, of suggestiveness where there 
could be much more effective honesty. 

Evidences of the public trend toward sim- 
plicity and honesty may be seen in the popu- 
larity of Walt Disney on the screen and 
Charlie McCarthy on the air, of concerts and 
operas, of “Black and White” scotties and 
“Chessie” kittens on the posters, of simple, 
uncrowded display windows, of mail order 
house truth in advertising. To sense the im- 
port of this trend, advertisers might well en- 
gage roving reporters to mingle with all kinds 
of people in every community to see what 
they buy, hear what they say, and watch 
where they go after work. It might be sur- 
prising. 
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DETROIT CONVENTION 


HE WINTER CONVENTION held in con- 

junction with the American Econom- 
ic Association, the American Statistical 
Association and Allied Societies will be 
in Detroit from Dec. 27 to Dec. 30. Head- 
quarters for the American Marketing 
Association will be the Statler Hotel 
which will be shared with the American 
Economic Association. The first session 
for our group will be held on the after- 
noon of Wednesday, December 28, and 
our individual meetings will end on the 
afternoon of Friday, December 30. Early 
in December, each member will be sent 
a copy of the program and detailed in- 
formation about the Hotel Statler and 
other Detroit Hotels. 

The tentative program calls for ses- 
sions on prices and pricing, industrial 
marketing, current research projects, 
adapting products to consumer purcha- 
sing power levels, distribution costs ac- 
counting, and joint meetings with the 
American Economic Association, the 
American Statistical Association, and the 
American Accounting Association. Pro- 
fessor D. M. Phelps is chairman of the 
Program Committee and Professor E. H. 
Gault is our representative on the Joint 
Committee on Local Arrangements. Both 
of these members can be reached at the 
University of Michigan, Ann Arbor, Mich, 


Tue Epirors are indebted to Dr. Paul T. 
Cherington for the following note on the his- 
tory of instruction in marketing. 

The work in Marketing at the Graduate 
School of Business Administration, Harvard 
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University, really began with the first day 
the School was opened, and before it was ac- 
tually called Marketing at all either there or 
anywhere else, so far as I know. 

The real beginning of the story was on 
Dean Edwin F. Gay’s porch one day in May 
1908. At that time I was completing some 
graduate work at the University of Pennsyl- 
vania and serving as editor of some of the 
publications of the Philadelphia Commercial 
Museum. In the course of the task of getting 
the School started which had been assigned 
to him by President Eliot, Dean Gay had 
visited the Museum, and had asked me if I 
would consider taking a one year appcint- 
ment as a substitute for Seldon O. Martin. 
Dr. Martin was to teach the work in Eco- 
nomic Resources of the United States and 
a similar course covering South America by 
way of additional preparation. This visit to 
Cambridge and the conference of the porch 
were the result of my having agreed to do this. 

After we had outlined the work in Eco- 
nomic Resources, we fell to discussing the 
general layout of the work of the School. We 
examined the curricula of various Colleges 
in this country and in Europe and agreed 
that they all missed one important element 
of business. They all had courses in insurance 
and banking, and accounting, and some had 
work designed to develop an economic back- 
ground, and on other related subjects; but 
none seemed to offer any work directly in the 
actual doing of business itself—not its facil- 
ities, but the thing itself. 

As a result of this discussion I submitted 
in addition to my outline for the course in 
Economic Resources of the United States, 
and another for a half-course covering South 
America to be given largely by business men, 
a third for a half-course to be given in the 
second half year under the modest title of: 
“Commercial Organization and Methods.” 














——— 
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And this outline was the beginning of what 
afterward became the work in Marketing. 

The new course, officially known as Busi- 
ness II, was started on February 15, 1901 
with about seven or eight students, at least 
three of whom have since distinguished them- 
selves—but not in marketing. 

That outline may be worth a few words of 
summary. It fell into three main parts. The 
first was an introductory “Analysis of the 
Commerce of the United States,” a sort of 
geographic background with a map to be 
drawn of the “traffic movements of the five 
leading commodities in United States in- 
ternal commerce.” The second was called 
“Part I—Organization of Domestic Com- 
merce.” It took the manufacturer as the cen- 
tral point in the mechanism of commerce and 
first considered methods of buying—open 
market, monopoly buying, commission-buy- 
ing, and such facilities as exchanges and 
warehouses and the like. The manufacturer 
as a buyer of capital equipment was dis- 
cussed about the end of March, and then the 
month of April was devoted to the manufac- 
turer as a seller with the wholesaler, retailer, 
the agent, the commission man and the re- 
manufacturer or converter all discussed, and 
the salesman and the order department de- 
scribed as facilitating devices. Advertising 
also was given a session or two which 
brought the work up to the first of May. 

All of this closing month was given to the 
third section of the course described as Part 
I11—Organization of Foreign Trade. 

This first dip into the subject of “doing 
business” proved to be even more stimulat- 
ing than it was thought it might be. And 
from the opening of the second year it began 
to crowd out its better grounded parent, the 
full-year course in Economic Resources. But 
before we go into that it might be worth 
while to give the examination questions set 
for this first half-course at the end of its first 
presentation: 


COMMERCIAL ORGANIZATION AND 
METHODS 


Mr. CHERINGTON 


Answer the first four questions and any two others,— 
six in all. 
1. If you were a manufacturer of a new food specialty 


how would you undertake to get your goods into 
the market? What would you do to get and keep 
the support of the various parts of the selling 
mechanism, including the final consumer? 

2. How would you go about establishing a shoe fac- 
tory in Wheeling, W.Va., with $20,000 capital? 

3. If you were a jobber in Muscatine, Ia., and found 
your trade being interfered with by a Chicago 
mail-order house what would you do to keep your 
retail-house patrons, and help them retain their 
customers? Would you expect to succeed? 

4. As manager of a hardware specialty factory of 
moderate size in Dayton, Ohio, what methods 
would you adopt for starting an export business to: 

1. Germany 3. Argentine 
2. England 4. Japan 

5. What are the functions of the jobber? Are there 
any features of his work which guarantee him a 
permanent place in the selling system? 

6. Describe some of the most effective methods em- 
ployed by manufacturers in getting and keeping 
control over retailers. 

7. What are some of the strongest forces impelling 
the manufacturer to enter the raw material mark- 
ets on his own account? Illustrate. 

8. What are the main points covered by the usual 
type of contract between a beet sugar mill and a 
farmer growing beets for it? Why is such a con- 
tract necessary? Does this illustrate any unusual 
feature of raw material purchase? 


Miraculous as it may seem, all the students 
in this course passed this examination and 
the course. 

The second year (1901-10) the course was 
given again in the second half-year, and the 
outline, as given to the students, included 
quite a fat reading list, and some pertinent 
problem questions. 

In the year 1910-11 the work formerly 
given in a single half-year was expanded to 
a full year, and the first term was given over 
to domestic, and the second term to foreign 
trade. This arrangement was continued dur- 
ing the following year 1911-12, but the two 
halves of the course were now designated re- 
spectively as Commercial Organization and 
Methods—Domestic, and Commercial Or- 
ganization and Method 

Then came a real break with the past. 
The course in Economic Resources—United 
States, which had been a required course 
from the beginning, was abandoned. Dr. M. 
T. Copeland who for three years had con- 
ducted one section of the Economic Re- 
sources of the United States course, and for 
two years had given the course in Commer- 
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cial Organization and Methods—European, 
was now given one section of the Commercial 
Organization and Methods—Domestic, and 
this was made a full year course. Some of the 
ground covered by the Economic Resources 
course was incorporated in this, but the em- 
phasis was now squarely on the organization 
and methods of commerce, within the United 
States. The general discussion of export and 
import business of the United States was 
continued as a separate half course. Dr. Rap- 
pard and Dr. Copeland gave a separate 
course in Economic Resources and Com- 
mercial Policy of the Chief European States 
and Dr. Martin a course in Economic Re- 
sources and Commercial Organization of 
Central and South America. This arrange- 
ment continued through the years 1912-13, 
and 1913-14, and then in 1914-15 came the 
final abandonment of the clumsy terminolo- 
gy which had thus grown up step by step, 
and the first use of the term “Marketing.” 

There was still some reluctance to adopt 
this designation. To some of us it seemed to 
be not very accurately descriptive, but it cer- 
tainly was better than the name we were 
using and it might in time come to mean 
something more serious than provisioning a 
household. 

The courses in export and import business 
did not share in this new naming process, be- 
ing called respectively: Foreign Trade Meth- 
ods, European Trade and Latin America. 

That about completes the story so far as 
my own contact with it goes. Just as I had 
brought some ideas gathered at Pennsylva- 
nia,so Dr. Copeland brought some he had got 
during his year or so at New York Univer- 
sity. There may have been other develop- 
iments going on elsewhere at the same time. 
But the emergence of Marketing was in the 
air and it came about almost inevitably. 

It seems strange now that it took so long 
for it to come to pass that this field should be 
recognized as a separate one worth develop- 
ing. But when it once was set up and desig- 
nated it “caught on” very rapidly. 


MEMBERSHIP NOTES 

During the last three months we have wel- 
comed the following new members to our 
group. They are: Edwin W. Buckalew of the 
Columbia Broadcasting System, Hollywood, 
California; Fred S. Burroughs, Jr., of Daniel 
Starch and Staff, New York City; Warwick 
S. Carpenter of Harper’s Magazine, Santa 
Barbara, California; William H. Collins of 
the Scott Paper Company, Chester, Penn- 
sylvania; J. Rufus Doig, Manager of O’Mara 
& Ormsbee, Inc., Los Angeles, California; 
William Dover, Manager, Business and 
Market Research Division, Los Angeles Ex- 
aminer, Los Angeles, California; J. Richard 
Gaintner of the Armstrong Cork Products 
Company, Lancaster, Pennsylvania; William 
H. Herbert of Frederick Stearns and Com- 
pany, Detroit, Michigan; Walter R. Holmes 
of Time, Inc., New York City; Vernon F. 
Lyon of Braun & Company, Los Angeles, 
California; Donald W. Magoon of the Los 
Angeles Examiner, Los Angeles, California; 
Mark Merrell of Marketing Laws Survey, 
Washington, D. C.; Bernice M. Montgom- 
ery of the U. S. Department of Labor, 
Washington, D. C.; Lincoln C. Price of the 
E. I. Du Pont de Nemours & Co., Inc., 
Wilmington, Delaware; T. L. Stromberger 
of the Union Oil Company, Los Angeles, 
California; Hugh G. Wales of Northwest 
Missouri State Teachers College, Maryville, 
Missouri; and Dr. J. P. Wernette of Harvard 
University, Boston, Massachusetts. 

Neil H. Borden of the Graduate School of 
Business Administration at Harvard Uni- 
versity has been promoted from an associ- 
ate professorship to a full professorship. 
H. George Harris of the Pace Institute has 
been appointed Director of the Marketing 
Research and Sales Promotion Department 
of the Philip Ritter Company. Lorenzo A. 
McHenry of the University of Santa Clara, 
has been appointed Professor of Commerce 
at Chico State College, California. John H. 
Frederick has accepted a professorship of 
marketing at the University of Texas. 











